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Congress conies back to get ready for a 
new Administration that means to set the 
tone for the Sixties. (Page 17) 
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in manufacturing rubber kneeling pads is getting the right physical properties— every time. 


f answer one leading manufacturer found was to use PLIOFLEX 1510. It makes possible a more uniform 
structure, better tear strength, and generally superior product quality—batch after batch. Just as important, 
>duces sticking and permits a lower temperature cure during molding. And uncured trim scrap can be 

, further cutting proc ng costs. 


improve your product—and profit-picture —look closely at PLIOFLEX 1510. For techni- 


ils on “1510,” or for assistance with your specific problem, just write to Goodyear, Chemical Division, Dept. 
415, Akron 16, Ohio. 
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1958 1959 1960 
1953-55 Year Month Week § Latest 
Average Ago Ago Ago Week 
BUSINESS WEEK INDEX (chart). . 2... 9 133.3 0157.7. 143.3) -142.9r 140.1* 
PRODUCTION 
Binds deine (ENOUS, OLSONS) sc « «01s 00 occie.s0eepreies $a 50066 gbueley sibae ticle 2,032 2,726 1,393 1,325r 1,103" 
NE Re eS en er OE PR ey re Pry Tr cy eek Ce 125,553 1203 135,348 114,941r 87,564 
Engineering const. awards (Eng. News-Rec. 4-wk. daily av. in thous.)........ $52,412 $52,013 $83,397 $67,744 $72,602 
Electric power (millions of kilowatt-hours)............cceeeeeeeeceeeeee 10,819 13,565 14,368 15,114 13,956 
Crude oil and condensate (dgily av., thous. of bbls.)...........ee eee ecees 6,536 7,068 6,984 7,139 7,172* 
Bituminous coal (daily av.7Thous. of tons)...........ccceeccecccscccecs 1,455 1,397 1,278 1,223r 1,258 
Dee EUE LIONS) x Secs cios s eases sss Sadcisnmcnwn<sceshe we seua eens 247,488 138,521 280,259 285,977 N/A 
TRADE 
Carloadings: miscellaneous and I.c.I. (daily av., thous. of cars)...........++ 70 56 57 48 46 
Carlocdings: ali others (daily av., thous. of Cars).........sseeeeeeeeeeces 47 38 37 33 32 
Department store sales index (1947-49 = 100, not seasonally adjusted)..... 121 246 172 305 320 
Business failures (Dun & Bradstreet, number)... .... cece eee cccccccevecce 198 226 290 253 276 
PRICES 
Industrial raw materials, daily index (BLS, 1947-49 = 100)........-eeeee ‘ 89.2 93.4 88.0 85.3 86.0 
Foodstuffs, daily index (BLS, 1947-49 = 100).........-.eceeceeeeeceeees 90.5 70.8 75.8 76.0 75.8 
Prat cloth (sp0t nd NOUIDY, YO). os 6s sins ewes csccvesedecsaechvon ese 19.8¢ 23.0¢ 17.9¢ 17.5¢ 17.5¢ 
Finished steel, index (BLS, 1947-49 = 100)........cccecccccccsvecccccs 143.9 186.8 186.2 186.2 186.2 
Scrap steel composite (Iron Age, ton).........ecceeeeeeceecererreccecs $36.10 $41.50 $28.50 $29.17 $31.17 
Copper (electrolytic, delivered price, E&MJ, Ib.).......- eee cece cece eeeeee 32.394¢  34.113¢  30.000¢ 30.000¢  29.600¢ 
Aluminum, primary pig (U. S. del., E&MJ, Ib.).... 0... cece eee e eee eceee 20.6¢ 26.0¢ 26.0¢ 26.0¢ 26.0¢ 
Aluminum, secondary alloy #380, 1% zinc (U. S. del., E&MJ, Ib.)..........- i 25.02¢ 22.96¢ 23.00¢ ‘23.04¢ 
Wheat (No. 2, hard and dark hard winter, Kansas City, bu.)...........+00- $2.34 $2.09 $2.01 $2.02 $2.03 
Cotton, daily price (middling, 1 in., 14 designated markets, Ib.)...........- 34.57¢ 31.85¢ 30.20¢ 30.13¢ 30.14¢ 
Maal Sek (OOSTORIDD A. & oriowe veers ck slotieasuw maps eae alte teehee $1.96 $1.86 $1.67 $1.65 $1.65 
FINANCE 
500 stocks composite, price index (S&P’s, 1941-43 = 10).........eeeeeee 31.64 60.08 55.50 57.53 58.02 
Medium grade corperate bond yield (Baa issue, Moody’s)...........++eeees 3.59% 5.31% 5.11% 5.08% 5.09% 
Prime commercial paper, 4 to 6 months, N. Y. City (prevailing rate)........ 2-2 % 4% % 3% % 3% % 3¥e% 
BANKING (Millions of Dollars) 
Demand deposits adjusted, reporting member banks.........seeeeeeeeeee tT 63,204 59,762 62,071 61,479 
Total loans and investments, reporting member banks...........++++ee08 tT 105,363 107,328 110,424 110,350 
Commercial, industrial, and agricultural loans, reporting member banks.... tt 31,395 32,811 33,185 33,042 
U.S. Gov't guaranteed obligations held, reporting member banks.......... tt 27,468 29,312 29,798 30,091 
Total federal reserve credit outstanding.................ceseeeceecves 26,424 29,629 29,026 29,316 29,358 
SUG WNOEK. css b J caltee etd SG ae eae ypc utee ghee én wee Melee Rae ae 21,879 19,456 17,893 17,915 17,767 
MONTHLY FIGURES OF THE WEEK os. eS... ee ee 
Private expenditures for new constructien (ir millions)........... December.......... $2,390 $3,247 $3,398 $3,149 
Public expenditures for new construction (in millions)............ December.......... $ 980 $1,163 $1,376 $1,214 
Manufacturer: ‘*ventories (seasonally adjusted, in billions)...... November.......... $ 45.2 $ 51.6 $ 54.4 $ 54.0 
Wholesalers’ stes (seasonally adjusted, in billions)......... November.......... $ 10.6 $ 12.6 $ 13.2 $ 13.2 
Retailers’ invenic:i-. (seasonally adjusted, in billions)........... November.......... $ 21.4 $ 24.2 $ 25.4 $ 25.5 
Domestic air cargo (express and freight, millions of ton miles, A.T.A)..October.......... 22.5 43.2 43.3 44.4 
r Revised 


* Preliminary, week ended December 31, 1960. 

tt Not available. Series revised. 

1 New reporting period; covers week ending 12/31/60. 

THE COVER—Tibor Hirsch; 17—Jim Mahan; 18—(left) WW, (right) Jim Mahan; 


64, 65, 66—Joseph Papin; 68—Studebaker-Packard Corp.; 69—Karpen Furniture; 70—WW; 86-8 
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19—Jim Mahan; 


7—Jay Leviton. 


20—Herb Kratovil; 


8 Date for ‘Latest Week’ on each series on request. 


22-23—(top) Pictorial 
Parade, (bottom left) Pictorial Parade, (middle) WW, (right) PIX; 24, 25, 26, George Harris; 37—Sovfoto; 46-47—A. Burke Uzzle; 62, 63, 
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READERS REPORT 
Quick Relief 


Dear Sir: 

Reference is made to your edi- 
torial headed “Kennedy’s First 
Problem—Recession” [BW—Dec. 
17°60,p132]. If the Congress could 
be persuaded to grant one arbi- 
trary $600 dependent exemption 
to each individual taxpayer, not 
to corporations, and spread the 
tax reduction over a period of six 
months by reduction of the with- 
holding income tax for each tax- 
payer one-sixth each month, it 
seems to me this would be a de- 
vice that would work fast, avoid 
tinkering with bank reserves, and 
interest rates. It would be a purely 
domestic thing which should not 
affect the outflow of American dol- 
lars. 

The extra spendable income im- 
mediately available to individual 
consumers would give manufac- 
turing and business a simultaneous 
blood transfusion. It is my sur- 
mise that the tax on the extra net 
gain of corporations would offset 
the federal revenue loss. . . . 

JOHN A. HENLEY 





KEARNEY, NEB. 


The Worn Customer 


Dear Sir: 

In recent issues I have read with 
interest the articles about fall off 
in retail buying. As a retail cus- 
tomer I might give a clue or two 
as to what some of the trouble 
might be, as shown by a few per- 
sonal examples. 

A few weeks ago we received two 
small catalogs of items for Christ- 
mas sale. One was from a local 
store and another from a store in 
a larger city not too far away. We 
sent an order to the city store and 
received a notice that they were 
temporarily out but would fill the 
order as soon as possible. We also 
went to the local store for a pur- 
chase. The clerk said they did 
not have the item advertised and 
in fact had stocked very few of the 
items in the catalog. 

A few years ago we saw a piece 
of furniture advertised in a New 
York paper. We were interested 
and took the illustration to a local 
store where we had recently bought 
a matching piece and asked if they 
could get it. Hearing nothing from 
them I stopped back in about a 
month to find “they had been too 
busy to write about it.” This on 
an item costing several hundred 
dollars. However, they did man- 
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PROFIT PROBLEMS —4 











IF a government body wants to 
use part of the property 
belonging to your company for 
a public service such as a high- 
way...how would -you decide 
whether to accept the amount offered 
you or to insist on a higher figure, per- 
haps taking the matter to court? 


You might use your book values to 
decide the question. But in a period 
of inflation, book values are often well 
below the actual market value. You 
might try to determine the fair market 
value by securing information on sales 
of other properties and by making 
inquiries among friends and business 
acquaintances, but this is likely to 
produce a range of values so great as 
to be more confusing than helpful. 


Establishing the fair market value of 
a complex property is a difficult task. 
It requires detailed study and descrip- 
tion of the property; determination of 
the cost to replace improvements less 
an estimate of the depreciation on the 
improvements; analysis and confirma- 
tion of the terras of sales of similar 
properties in the same market area; 
and capitalization of the income frem 
the property. Where a public body 
takes only part of a property, the task 
becomes even more difficult because 
it is necessary to establish the value 
before and after the taking to deter- 
mine what is fair compensation to the 
owner. 


Many businessmen have found that the 
best answer to this problem is to rely 
on the services of experts who are 
equipped to render fair market valua- 
tions of complex properties. Such a 
valuation can prove vital in negotia- 
tions with the government body, and. 
if the matter must be decided by a 
court, the testimony of an expert wit- 
ness in support of the valuation report 
can be a decisive factor. In some cases. 
businessmen have saved substantial 
sums in legal costs because an inde- 
pendent valuation by an expert estab- 
lished that the amount offered by the 
public organization was reasonably 
fair. 


A nation-wide firm, with 16 offices. 
Marshall and Stevens offers a staff of 
appraisal engineers fully experienced 
in the complexities of valuations for 
condemnation. A copy of the informa- 
tive booklet, Condemnation and the 
Appraiser, is yours for the asking. 
Write Marshall and Stevens, Depart- 
ment 52, 6 Church Street, New York 
6. New York. 
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age to write and some months later 
told me they could get no such 
item. The next summer when in 
Chicago we located the item at 
a big store there and made the pur- 
chase and got delivery just before 
Christmas. Sure is a tough fight 
to be a consumer. 

I have also had occasion to be 


interested in ordering some items 
for a club. Invariably it takes about 
a month to get delivery on any- 
thing. Can it be that most retailers 
are carrying such skeleton stocks 
that the purchaser just wears out 
and stops trying to buy? 

LESLIE W. MAKONE 
FAYETTEVILLE, ARK. 


The Poet and the Economist’s Dilemma 


Dear Sir: 


Since the turn of the year produces statements in all shapes and forms 
about the economic forecast (written by almost everyone from John F. 
Kennedy III to Santa Claus), I would like to add my inflated two cents 


with the following poetic version: 


After Seasonal Adjustment, 


The unemployment rate is six-point-four percent. 
Though called “unseasoned,” “unadjusted,” 

Jack Kennedy’s become our president— 

After reasonable seasonal adjustment. 


Non-residential Building: 


With eight straight billion-dollar months of contract signing, 
This curve ran out of wall and hit the ceiling 

Up, up it goes!]—can business be declining?— 
Providential non-residential building. 


Percent of Capacity: 


With half its fires quenched, steel stumbles, grumbles: 
“They’re building plants, skyscrapers, roads aplenty, 
The cars to man them—oops! again, it tumbles: 
(Prescient?) Percent of capacity.” 


Disposable Personal Income. 


Now retail trade, now saving rates, are rising-falling 
With autos running high, most white goods slump. 
Consumption (check one): (A) surprising; (B) appalling— 
All too disposable personal income. 


The Annual Rate of Housing Starts. 


Demonstrable behavior: strongly contracyclical, 
With cash so loose and falling interest rates, 
Why doesn’t it start moving perpendiclical? 
Frustrated rate of housing starts. 


The Index of Industrial Production. 


At one-o-seven has sweated off four solid points 
The culprit: inventory liquidation. 

“Who builds his inventory up annoints 

The indus of indextrial production.” 


New Plant and Equipment. 


The side effects expected are biding undetected 
(Plant contracts, gross tool orders ascend): 

For the decline in spending, now projected 
For new plant, unmanned equipment. 


The Balance of International Payments. 


When exports staged a broad-gauge rampant rally 
You’d expect—but wouldn’t get—some recompense. 
Ft. Knox has space for a bowling alley— 

New talents to balance international payments. 


FEDERAL PACIFIC ELECTRIC CO. 
NEWARK, N. J. 


J. P. SHUCHTER 
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BUSINESS OUTLOOK 








——— Autos already are making themselves felt in shaping 1961 business. 
JAN j 1961 And their influence, so far, isn’t especially beneficial. . 
ad a 


level of the last half dozen years except for 1958. 


January will be the third consecutive month in which the auto com- 
panies have pared output. 
After October’s fast start on the new-model year with 618,000 new 


cars, output edged off to just under 600,006 in November and then dipped 
to 522,000 in December. January schedules call for only 470,000. 


That would be the poorest for the month since 1954. Last January, 
the score was 689,000 while even lame 1958 weighed in with 490,000. 


A BUSINESS WEEK 
SERVICE 


Declining auto output at this time of year is contrary to the usual sea- 
sonal pattern and obviously reflects high stocks in the field. 


Production in the fourth quarter of 1960, in fact, borrowed from 1961’s 
first quarter. The quarter just ended saw output of better than 1.7-million 
cars, best for that period since record-smashing 1955. 


But with dealer inventories above a million cars, the current quarter 
will run scarcely 112-million (against nearly 2-million in 1960). 


e While the January cutbacks will be pretty genera! in the auto industry, 
Chrysler would no doubt be the first to proclaim that they are not across 
the board. Models carrying the Chrysler nameplate have been selling well 
enough so that January production is slated at 8,800, the best so far in 
the 1961 model year. 

4 

; Final figures on 1960 production show Chrysler Corp. forging some 35% 
ahead of disappointing 1959 figures, while Gener2! Motors gained about 
25% and American Motors posted a 20% increase over its 1959 showing 
that had, in itself, given the company something to boast about. 


The largest part of Chrysler’s gain (from 738,000 in 1959 to 1,019,000 
in 1960) was contributed by the Dodge division. Dart (whose output is not 
reported separately from cars carrying the Docige nameplate) ran the 
division up to 363,000 from 193,000 in 1959. 


t Final rankings by companies and nameplates depend on whether you 
include the compacts with parent makes. 


Among the compacts, Ford’s Falcon went just over 500,000 last year 
to lead American Motors by a long nose with its 486,00%. Far behind are 
Corvair with 260,000, Valiant with 232,000, Comet with 193,000, and Lark, 
which contributed most of Studebaker-Packard’s 154,090. 


The other compacts, introduced at the start of the 1961 model year, 
haven’t yet had time to establish much of a mark. 


Ld 

f* __ Chevrolet and Ford rank one-two, of course, whether you count in their 
compacts or not. But Chevrolet’s advantage becomes a striking 1,614,000 
to 917,000 if only standard models are considered. 


It’s the third spot about which you can start the arguments. 


i. 


First-quarter production, as a matter of fact, is scheduled at the lowest 
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American Motors holds it if you include the compacts. But total 
Plymouth-Valiant is only a whisker behind at 481,000. 


Eliminate the compacts and Pontiac is in third with Dodge fourth (and 
here, again, Dodge-Dart have to be lumped for want of separate figures). 
But Olds might pass Dodge on a recount (both topping 362,000). Next come 
Buick with 271,000 and Plymouth at 252,000. 


Auto production added up last year to the second best on record. 


The 6.7-million new cars turned out topped the year before by roundly 
1.1-million; 1955 was first, of course, with 7.9-million. 


A large part of the output gain represented rebuilding inventories cut 
by 1959’s strikes; the industry ended 1959 with not quite 600,000 U. S.-built 
cars in stock while it enters 1960 with over a million. 


Where dealers’ inventories of new cars were too small a year ago, they 
are more than ample now. In fact, dealers are applauding the car companies’ 
plans to curtail first-quarter output. 


Perhaps it costs the dealer a little less to finance floor stocks that 
are 35% or more compacts (with their lower price tags) than it would the 
same number of standard models. Nevertheless, an inventory of more than 
a million U.S.-built cars in mid-winter has dealers on edge. 


How car stocks got where they are is obvious from a look at the figures: 
1960 registrations probably were just a shade under 6%-million. But half 
a million of these were imported cars. 


Now allow about 200,000 of last year’s 6.7-million output for export and 
subtract sales of 6-million and you have left 500,000 for stocks—or just about 
exactly the amount of 1960’s estimated increase. 


Higher automobile output and more aluminum per car along with 
record exports helped aluminum ingot production to a new high in 1960. 


But, even though the number of homes built was declining last year, 
use of aluminum scored a gain in this field, too. And it is toward construc- 
tion that producers are looking most hopefully. 


The Aluminum Assn. estimates 170 lb. of the metal went into the 
average home last year—and predicts a tripling by 1965. 


The big item in homes is aluminum siding, which has become a popular 
item in repair and modernization as well as new structures. 


Today—just 75 years after the discovery of the Hall process that 
made the metal available commercially—aluminum is firmly established as 
the most used nonferrous metal in this country. 


In 1959, the industry came close to 2-million tons of ingot, and last 
year that mark was passed by a narrow margin. 


However, without exports, it is doubtful that 1960 would have posted 
any records. Over-all demand traced a rather flat line as users drew down 
inventories in aluminum just as in other metals. 


But in the year’s first four months alone, all previous records for ingot 
exports were surpassed and mill products topped 1959 by 75%. 


Contents copyrighted under the general copyright on the Jan. 7, 1961, issue—Business Week, 330 W. 42nd St., New York, N. Y. 











T 
ent } 
weel 
dent 
ent 
how 
inter 
over 
in f 
denc 
ernn 
Tl 
whic 
gress 
ocrat 
a Re 
mati 
lenge 
be al 
unio: 
dent’ 
In a 
cues 
TI 
befor 








BUSINESS 
WEEK 





JANUARY 7, 1961 
NUMBER 1636 





SWEARING-IN of new House marks opening of 87th Congress—in a mood to go along with Keraedy, but not to be a rubber stamp. 


Kennedy's Next Job: Congress 


The 87th Congress—not much differ- 
ent in make-up from the 86th—met this 
week and prepared to face a new Presi- 
dent who will be immeasurably differ- 
ent from outgoing Dwight D. Eisen- 
hower. As President, John F’. Kennedy 
interds to cast a much longer shadow 
over Capitol Hill than his predecessor, 
in fulfilling his concept of the Presi- 
dency as the vital center of U.S. gov- 
ernment. 

The center of power in Washington, 
which bounced uneasily between Con- 
gress and the White House while Dem- 
ocrats controlled the legislature under 
a Republican President, will shift dra- 
matically to the White House. No 
longer will the Senate Majority Leader 
be able to deliver his own “‘state of the 
union” message the day after the Presi- 
dent’s, as Lyndon Johnson did two vears 
in a row. Congress will now take its 
cues from 1600 Pennsylvania Avenue. 

The difference was evident the dav 
before Congress opened. House Demo- 


crats caucused, with active Kennedy 
support, and decided to reform the 
Rules Committee, which for vears has 
kept a tight rein on liberal legislation 
by holding it in committee (page 33). 
¢ No Walkover—Nevertheless, Con- 
gress met in no mood to rubber-stamp 
an Administration program. ‘The old 
conservative GOP-Southern Democrat 
coalition is still strong and militant, 
even though it has lost its best weapon 
in the Presidential veto. Kennedy will 
still have to fight for his program. 

As an alumnus of both House and 
Senate, he is wise to the folkways of 
these sensitive institutions. The major- 
ity and minority leaders and the com- 
mittee chairmen are men he has known 
long and well. 

He also believes in using every politi- 
cal weapon he has to get his program 
through Congress. Right now his most 
potent weapon is the power to sweep 
out as manv as 1,800 officeholders and 
replace them with his own men. As 


Congress meets, only 40 or 50 of those 
jobs have been filled—and many a con- 
gressmai has a few candidates he would 
like to place. Appointment this week 
of Lawrence F. O’Brien to the twin 
White House jobs of personnel and 
Congressicnal relations demonstrates 
how Kennedy intends to use patronage. 

Kenney is keeping carefully out of 
range by everating from the Carlvle Ho- 
tel in New York instead of from Wash- 
ington between now and Inauguration 
Day. He wants to keep favor-seeking 
ccngressmen at their distance, keep 
them on a string. 


l. Priority Program 


During the campaign, Kennedy 
talked about a Rooseveltian “90 days” 
of far-rcaching legislation that would 
“get the country moving again.” But 
the prog:am now shaping up is far from 
aay such crash program. 

First priorities go to an anti-recession 


17 














SENATE 


package, plus five “warmed over’ meas- 
ures Democrats have been trving to get 
through Congress for years. 

¢ Anti-Recession—Kennedy has _ listed 
unemployment—expected to hit at least 
5-million in January—and “‘lack of vigor” 
in the economy as calling for quick 
remedies. 

He is waiting to see just what the 
latest economic indicators register when 
he takes office before spelling out his 
proposals. But they will include meas- 
ures to get money into the economic 
stream promptly: grants to the states 
for extending unemployment benefits 
for those who have exhausted them, big- 
ger outlays for highway construction and 
defense projects that are ready to go, 
perhaps some expansion in the money 
supply to bring interest rates down. 

\n economic task force is coming up 
with specific recommendations shortly. 
¢ Democratic Favorites—The five old 
stand-by measures, most of them given 
an excellent chance of enactment, are: 

Depressed areas: Kennedy this week 
tapped this as “the most important do- 
mestic priority” when he made public 
the recommendations of a task force 
headed by Sen. Paul H. Douglas (D-III.). 
The proposal: to set up a $369-million 
fund, $300-million of it in low-interest 
loans for attracting new industry to dis- 
tressed areas, and to double distribution 
of food surplus to such areas. 

School construction: Federal aid for 
building classrooms, probably about $2- 
billion spread over two to four vears, 
should emerge fairly early from Con- 
gress. Kennedy will propose letting 
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leadership takes on a Kennedy hue as his good friends, 
Sen. George A. Smathers, Vice-Pres. Lyndon Johnson, 
and new Majority Leader Mike Mansfield check prospects. 


states use funds for teachers’ salaries, but 
the House will knock that out. Speaker 
Sam Rayburn has already disagreed 
openly with Keunedy on the salary 
Issue. 

Minimum wage: Kennedy will pro- 
pose raising the minimum from $1 to 
$1.25 an hour, extending coverage to 
some 4-million retail and service work- 
ers, but is prepared to compromise. 

Housing: An omnibus housing bill 
will be pushed, including something 
like $350-million to $500-million for 
urban renewal, $500-million for college 
housing, $4-billion more in FHA mort- 
gage authority. Kennedy will hold off a 
few weeks before deciding whether to 
ask for an emergency $1-billion housing 
fund. 

Medical Aid: Legislation putting old 
age medical care under the Social 
Security system is on the priority list 
but may be delayed until next  vear. 
Social Security bills traditionally have a 
better chance of passage just before an 
election. 
¢ Familiar, and New—All these meas- 
ures are tediously familiar to Congress 
and do not require extensive hearings, 
although conservatives will certainly in- 
sist on hearings anyway. All have missed 
enactment by only a narrow margin be- 
fore, and should fare well with support 
from the Administration. 

Kennedy will also try to use his au- 
thority in one area—non-discrimination 
in housing—where Congress has been 
reluctant. He served notice by naming 
as his housing chief Robert C. Weaver, 
vice-chairman of the New York City 


Republican leader Everett M. Dirksen, on short end of the Sen- 
ate’s 65-34 split, faces up to an old Republican problem: how to 
win the voters’ approval while opposing the President’s programs. 


Housing & Redevelopment Board, a 
Negro, and chairman of the board of 
the NAACP. 


ll. New Ideas 


Beyond these immediate measures, 
Kennedy has put people to work explor- 
ing new approaches to old problems. 
These will be spilling into public view 
in the next few weeks. 
¢ Domestic—Urban renewal and water 
pollution. control will be pushed as more 
than just a matter of added spending. 
Kennedy will give high priority to crea- 
tion of a department of urban affairs to 
coordinate programs in housing, slum 
clearance, and transportation; he agrees 
with the big-citv forces in the party that 
these have gone bevond the capacity of 
state and local governments to solve. 

Water pollution will be attacked as a 
facet of the water resources problem. 
One idea: a pollution control agency 
outside the Public Health Service. 

A TVA-like regional commission to 
plan long-range development of de- 
pressed areas along the Appalachian 
range is another proposal. 
¢ Foreign—On the foreign front the 
search for new ideas and new ap- 
proaches has already been reflected in 
the campaign proposal—now getting ac- 
tive study—for a “peace corps” to go 
abroad on some kind of people-to- 
people aid program, and in the appoint- 
ment of G. Mennen Williams as Assist- 
ant Secretary of State for African Affairs. 

Kennedy is also giving thought to 
pulling foreign aid and loan programs 
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HOUSE 


together under one authority, and 
switching emphasis to such long-term 
commitments as loans for housing. 

To meet the balance-of-payments 

problem, he will renew efforts to get 
Western European nations to share the 
foreign aid burden, perhaps offering a 
“flexible sharing” system by which aid 
will be adjusted periodically to let a 
country “off the hook” in a pinch. 
e Long-Range—These are long-range 
ideas that will take months, perhaps 
vears, to shape up. Kennedy _ be- 
lieves his program can be financed only 
by a steady rate of growth in the U.S. 
economy. He expects to run a deficit 
budget for at least the first vear as a 
stimulus, but he hopes this push will 
lead back to balanced budgets with 
steady growth. He would rather risk 
creeping inflation than economic stag- 
nation, however. Whether his approach 
is sound is the big economic question 
of the new Administration. 

At any rate, he intends to use his 
persuasive powers with the public as 
well as his political power over Con- 
gress to marshal support. He plans to 
televise some of his press conferences in 
prime evening time—a 1961] version of 
Pres. Roosevelt’s famous fireside chats. 


ill. Leadership Role 


In addition to his meetings with the 
official Democratic leaders in the Sen- 
ate and House, Kennedy is assiduously 
courting the informal leaders of the 
liberal bloc who will provide the real 
push for the Kennedy program. Thev, 
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Republican leaders—Leslie C. Arends and Charles A. 
Halleck—will try to use their numerically stronger GOP- 
Southern coalition to slow down the opening drive of Democrats. 


Democrats at T 


too, have been called for strategy talks. 

Little-known congressmen with spe- 
cial bailiwicks of power important to 
Kennedy have had the roval treatment. 
Take Kennedy’s desire to appoint some 
career diplomats to important embassies 
—particularly Charles E. Bohlen to 
Paris—and the obstacle of niggardly en- 
tertainment aliowances that permit 
only rich men to take these jobs. 

Kennedy called in Rep. John J. 
Rooney (D-N. Y.), chairman of the 
subcommittee handling State Dept. ap- 
propriations, who has always scorned 
“whiskey money for cookie-pushers.” 
Rooney was flattered; the news photos 
of him with Kennedy gave hirn a boost 
at home; and he came through with a 
promise to help in specific cases. 
¢ Man and Organization—T he personal 
role Kennedy is now exercising bears 
out his often-stressed theme that the 
President is the “vital center of action 
in our whole scheme of government,” 
and should “exercise the fullest powers 
of his office—all that are specified and 
some that are not.” 

This is reflected in the organization 
he is setting up. A dozen top aides will 
have constant access to him. He elimi- 
nated ‘‘the assistant to the President” — 
the job held by Sherman Adams. 

Kennedy’s determination to run 
things himself shows up also in his 
Cabinet appointments, with no tower- 
ing figures like John Foster Dulles. 
Kennedy intends to be his own Secre- 
tary of State to a considerable degree. 
¢ “Moderate Liberal”—The Cabinet 
reflects Kennedy’s own “moderate lib- 
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day’s swearing-in get the word on crucial battle 
over power of Rules Committee from long-time Rayburn lieu- 
tenant, Majority Leader John W. McCormack. 


eral” philosophy and his concern for 
economic stability. Four of the Cabinet 
posts, including those with the biggest 
impact on the economy, are held by 
men with vast business experience. 

The men who have supplied much of 
the yeast of “new thinking” in Demo- 
cratic circles are. getting jobs—but not 
the top jobs. Adlai E. Stevenson as Am- 
bassador to the U.N., for example, will 
be under the Secretary of State; econo- 
mist John Kenneth Galbraith is ex- 
yected to be Ambassador to India. 

Kennedy so far has shied away from 
any suggestion that he “dump” William 
McChesney Martin, Jr., from the chair- 
manship of the Federal Reserve Board. 

The appointment that might give 
busmess and industry some concern— 
entiely aside from the question of nepo- 
‘tism—is that of Robert F. Kennedy as 
Attorney General. Robert will be tough, 
aggressive with antitrust cases, frown 
on consent settlements, put more em- 
phasis on prosecution of price-fixing. 
¢ Sober Ferment—The Administration 
Kennedy is putting together promises 
a kind of intellectual ferment around 
the White House unseen since the early 
New Deal. Phi Beta Kappa keys will 
jangle. Innovation will be sought. 

But the hard reality of power and tre- 
sponsibility has had a sobering effect on 
the nation’s youngest President-elect. 
His promise to “get the country moving 
again” has been tempered by realization 
that “Rome wasn’t built in a day.” He 
jas even. begun to draw criticism from 
Democratic liberals that he is moving 
too slowly toward the “new frontier.” 
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APPOINTMENT of Robert V. Roosa as T: 


makes him... 








reasury’s Under Secretary for Monetary Affairs 


The New Debt Manager 


President-elect John F. Kennedy 
filled one of the most critical posts in 
his new Administration last week when 
he named Robert V. Roosa as the Treas- 
ury’s Under Secretary for Monetary Af- 
fairs, which makes him, in effect, the 
nation’s debt manager. 

Roosa, a 42-vear-old economist who 
has been vice-president of the Federal 
Reserve Bank of New York since 1956, 
strengthens the new Treasury team, 
headed by C. Douglas Dillon. But the 
importance of Roosa’s job was under- 
lined by the announcement that he will 
report directly to Kennedy. 
¢ Well Received—His appointment 
was hailed on all sides. In Wall Street, 
his appointment was seen as a definite 
indication that the new Administration 
was determined to defend the dollar. 
Wall Street observers also thought that 
he would help strengthen the Treasury’s 
ties with the Fed. Most academic men, 
who respect Roosa as a top theoretician, 
thought he would bring a new flexible 
approach to the job. 

Roosa has done a good deal of re- 
search work on international financial 
problems, and is well known in foreign 
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financial circles. The high regard in 
which he is held by foreign central 
bankers and financial officials is an im- 
portant asset. 

Roosa’s main job will involve manag- 
ing the national debt, which currently 
stands at about $290-billion. He will 
be in charge of issuing new securities, 
to raise both new cash and to refinance 
maturing obligations. With a sizable 
proportion of debt maturing every 12 
months, the decisions Roosa makes will 
have a great deal of influence on the 
over-all level of interest rates and the 
international standing of the dollar. 
¢ Tough Job—Since 1951, when the 
Fed regained its independence over 
monetary policy from the Treasury, the 
job of the debt manager has been an 
extremely difficult one. He has had to 
compete with private borrowers in the 
open market at a time when interest 
rates were generally rising. This has 
meant a big increase in the cost of 
servicing the debt. 

The debt manager also has to operate 
under a 44% ceiling on the sale of is- 
sues maturing in more than five years. 
This has meant that in times of tight 





the Treasury has been forced 
short-term obligations at ex- 
tremely high rates, which has been ex- 
pensive, and potentially inflationary. 
Under Julian B. Baird, who replaced 
W. Randolph Burgess as debt manager 
for the Eisenhower Administration, the 
Treasury has experimented with a num- 
ber of new techniques to get more debt 
into the long-term area. Roosa can be 
expected to continue with these experi- 
ments. But it is probable that he will 
press for eliminating the 44% ceiling. 
¢ Coordination—It’s also probable 
Roosa will seek a greater degree of co- 
ordination between the Fed and the 
Treasury. Roosa believes the Fed should 
have complete control over the mone 
supply, which he regards as an essen- 
tial weapon of economic stability. 
But he also thinks the Treasury should 
use its Own economic weapons more 


money, 
to sell 


effectively, and will certainly try for a 


better mesh between the Fed and the 
Treasury. In a paper on central bank- 
ing written two years ago, Roosa pointed 
out that fiscal policy and monetary pol- 
icy “are not rival methods, nor is one a 
substitute for the other.” As he sees it, 
they are ‘‘mutually reinforcing.” 

As a Fed-trained economist, Roosa is 
a believer in a free market economy, 
where private forces of demand and 
supply play a large part in determining 
interest rates. And he has emphasized 
that rapid economic growth is usually 
associated with high interest rates, 
largely because growth implies a big de- 
mand for funds. So Roosa enjoys the 
confidence of the financial community, 
which subscribes to these orthodox be- 
liefs. 
¢ Flexibility—But Roosa is not doctrin- 
aire. He has made plain, for example, 
his opposition to the Fed’s “bills only” 
policy—the technique of carrying out its 
open market operations in 91-day Treas- 
ury bills—-which was, until recently, 
standard operating procedure for the 
money managers. He would prefer a 
more flexible policy, which has now 
been adopted in part by the Fed, and 
has spoken in the past of the need 
“to play by ear.” He also favors selective 
credit controls, say, on consumer credit, 
as a supplement to general controls over 
credit. 

The New York Fed will be hurt by 
Roosa’s departure; he was perhaps its 
most influential official. In fact, he was 
considered as Allan Sproul’s protege 
and was being groomed for the top post 
when Sproul resigned in 1956. 

But before taking his post, Roosa re- 
portedly asked for, and received, a free 
hand. This means that he will have 
full responsibility for his province in the 
Treasury. Undoubtedly, he will be 
working in close cooperation with other 
Kennedy braintrusters on the economic 
front, but will have carte blanche in the 
major task of managing the debt. 
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U.S. Reacts Fast in Laos, Cuba 


@ In Laos, with Red planes dropping arms to Laotian 
rebels, the U.S. alerted its Far East forces. 


@ But the U.S.’ real aim here is to promote a diplo- 


matic solution to the civil war. 


@ In Cuba, the U.S. is acting tough, finally breaking 


diplomatic ties. 


The U.S. reacted to Communist 
prodding in Laos and Cuba this week 
with policies that seemed alike but are 
actually different: 

¢ In Laos, the U.S. took a tough 
stand against the Communists in public 
but worked along with other Western 
nations behind the scenes for a com- 
promise diplomatic solution. 

¢ In Cuba, the U.S. took a tough 


position that meant business: It broke 


diplomatic relations with Fidel Castro’s 
revolutionary government. Pres. Eisen- 
hower said that the U.S. had reached 
the limit “to what the U.S. in self- 
respect can endure.” 

The Laotian crisis this week tensed 
the nerves of both East and West, 
raising fears that involvement by Com- 
munists and the U.S. in the Laotian 
civil war might lead to a reenactment of 
the Korean conflict. Landlocked Laos, 
bordering on Communist China, is a 
gateway to Southeast Asia and could be 
a Communist invasion or infiltration 
route to U.S. allies in South Vietnam 
and Thailand. 

There’s no longer doubt that the 
Soviet Union, North Vietnam, and 
possibly Communist China are giving 
military assistance to the Laotian rebels, 
led by Capt. Kong Le. They have 
joined with the Communist force called 
Pathet Lao in opposition to the pro- 
Western government. 
¢ Soviet Aircraft-The State Dept. 
charged at midweek that Soviet and 
North Vietnamese aircraft had made 
180 sorties into Laos since Dec. 15— 
carrying arms, including heavy artillery, 
to the rebel forces. State Dept. officials 
also said that North Vietnamese units 
were fighting alongside the rebels. Brit- 
ish, French, and U.S. officials in Thai- 
land and Laos, however, said they had 
seen no evidence of an invasion by 
North Vietnamese forces. 

In response to the Communist moves, 
Washington has alerted U.S. forces in 
the Far East and ordered emergency 
airlifts of mobile reinforcements flown 
to the area. The U.S. is also consulting 
with its allies in the Southeast Asia 
Treaty Organization (SEATO), which 
could aid the Laotian government. 
¢ Diplomatic Solution—The militant 


BUSINESS WEEK e Jan. 7, 1961 


U.S. moves are designed to show the 
Communists that they cannot score an 
easy sweep in Laos without tangling 
with the U.S. But the hope behind 
them is that the U.S. can persuade the 
Communists to go along with a diplo- 
matic solution. 

Under present plans, the British are 
slated to approach the Soviet Union 
discreetly to discuss the possibility of 
neutralizing Laos by reviving the inter- 
national control conimission, composed 
of India, Poland, and Canada, which 
supervised the 1954 settlement of the 
war in Vietnam. Laotian Premier Boun 
Oum said at midweek that he would 
accept the commission’s presence under 
certain unspecified conditions, which 
are believed to be quite restrictive. 

By following this course, Washing- 
ton officials hope that Khrushchev will 
agree to neutralizing Laos and will halt 
Soviet aid to the rebels, telling the 
North Victnamese and Communist 
Chinese to follow suit. These hopes 
are based on the assumption that the 
Communists don’t want another Korea 
at this stage. 
¢ Cloudy Horizon—At midweek, Wash- 
ington’s policy left clouds on the hori- 
zon. If the Communists don’t accept 
the U.S. proposals, the U.S. may be 
confronted with the choice of military 
action or withdrawing from Laos, with 
a consequent loss of face. If the Com- 
munists do accept, chances are that 
sooner or later Laos will fall under 
Communist domination. If the U.S. 
does not halt the Communist penetra- 
tion, neutralist sentiments in Southeast 
Asia will grow, including those in coun- 
tries allied with the U.S. 
¢ Firm Attitude—In contrast with its 
policy toward Laos, the U.S. attitude 
toward Cuba is unmistakably firm. The 
break in diplomatic relations took place 
after Fidel Castro demanded early this 
week that the U.S. recall all but 11 of 
its diplomatic personnel from Cuba. 

Castro’s action appears to have been 
one of his own hastily conceived ideas, 
not an order from Moscow. It may 
have been designed to lend substance 
to the Cuban charges in the United Na- 
tions that the U.S. planned to attack 
Cuba. But Washington generally be- 


lieves that it was an act of moonlight 
bravado, taken without much premedi- 
tation. 

Given 48 hours to gets its diplomatic 
people out, the U.S. responded quickly. 
At midweek, Pres. Eisenhower an- 
nounced the break, and Secy. of State 
Herter delivered a note to a Cuban 
representative in Washington, ordering 
all Cuban diplomats to leave the U.S. 
¢ Cubans Blamed—The U.S. blamed 
the Cubans for forcing the break, both 
in the diplomatic note and in answer- 
ing Cuban complaints before the U.N. 
Security Council. Eisenhower called 
Castro’s action “the latest in a long 
series of harassments, baseless accusa- 
tions, and vilification.” 

It's difficult to gauge whether the 
brea will help or hurt the U.S. in its 
conipetition with the Communists for 
influence in Latin America. It may 
have little effect at all. Some Latin 
American officials in the U.S. say Wash- 
ington was justified in making the break 
although a few criticized the move. 
More and more Latin American gov- 
ernments view Castro with increasing 
suspicion, seeing him as a Communist 
tool 

The Dominican Republic and Peru 
have already broken relations with 
Cuba, while Guatemala, Haiti, Nica- 
ragua, and Paraguay have withdrawn 
their representatives from Havana. Ar- 
gentina, Uruguay, Venezuela, and Pan- 
ama are believed to be considering 
cutting off relations with Cuba. 

In announcing the break with the 
Cuban government, Eisenhower stressed 
U.S. friendship for the Cuban peo- 
ple. Lack of U.S. consular service to 
issue visas may make it harder for 
Cuban refugees to come to the U.S., 
but it has been common practice in 
recent months to permit Cuban refu- 
gees to enter the U.S. without visas. 
¢ Guantanamo Next—Cuban relations 
with the U.S. have grown progressively 
worse over the past 18 months. First, 
U. S.-owned businesses were confiscated. 
Now, diplomatic relations have been 
broken off. The third phase will prob- 
ably center around the U.S. naval base 
at Guantanamo Bay, the only U.S. 
interest left in Cuba. 

At midweek, White House spokes- 
men reiterated earlier pronouncements 
that the U. S. regards its treaty rights to 
the naval base as binding upon both the 
Cuban and the U.S. governments, that 
the U.S. will not be pushed off the 
base. But U.S. officials say that the 
break in diplomatic relations has in- 
creased the likelihood that Guantanamo 
will be harassed if not attacked outright 
as Castro continues to stir up Cuban 
hostility toward the U.S. 
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STRIKERS parade through Brussels in protest over government’s proposed austerity program of higher taxes and fewer social benefits, 


Labor Trains Its Final Weapo 


For the first time in a quarter cen- 
tury, labor has unleashed its ultimate 
veapon—the general strike—against the 
economy of an advanced industrial 
country: the small kingdom of Belgium. 

The strike has wide implications in 
that it shows how deeply labor can cut 
today with a massive work stoppage. It 
also is a test of the general strike as a 
political weapon. 

From a humming, commercial so- 
ciety just three weeks ago, Belgium has 
been transformed into an economic 
quagmire where hardly anything works. 
Two-thirds of the country’s industrial 
activity has come to a virtual standstill. 

Steel and coal are almost paralyzed. 
Also stricken are textiles—Belgium’s 
third main industry. The port of Ant- 
werp is closed, power is cut, and many 
highways are blocked with huge tree 
trunks. 

From King Baudouin down, everyone 
in Belgium has been affected. Restau- 
rants serve food by candlelight. Gar- 
bage is piling up in the streets. More 
than 1-million workers are out of jobs, 
voluntarily or not. 
¢ Austerity Issue—What set off the 
strike were the government’s reform 
proposals, which call for higher taxes 
and fewer social benefits. This week, 
the Socialists in Parliament presented a 
bill calling on the government to with- 
draw its reform program. 

The Socialist motion was defeated. 
With this backing, the government is 
determined to hold out against Socialist 
demands that it resign. The Socialists 
are equally determined to wage the 
strike harder. At midweek there was no 
sign of compromise. 

Furthermore, Andre Renard, Socialist 
trade union leader, nicknamed the “Bel- 
gian Bevan,” is now threatening to snuff 
out blast furnaces in the important steel 
region around Liege. Up to now, the 
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striking unions have maintained banked 
fires. 

The strike also is beginning to spill 
over Belgium’s borders. On the French 
side of the frontier, several thousand 
workers have been laid off because their 
plants depend on Belgian power. Brit- 
ish and French unions are refusing to 
handle any trafic to or from Belgium. 
¢ Like Wildfire—For Belgians, the 
strike has the sting of irony. After 
emerging from the Congo crisis with- 
out mortal economic wound, Belgium is 
now losing $40-million a day in produc- 
tion due to its own internal debacle. 

Starting at Liege three weeks ago, the 
strike rapidly fanned out through Bel- 
gium’s South, the French-speaking 
Walloon region. It then spread to the 
Flemish-speaking North of Belgium. 
Mobs and police clashed in Brussels and 
other cities. 

In Belgium’s South, which has most 
of the country’s steel and coal, there is 
the ugly, gray atmosphere of total gen- 
eral strike. This is the stronghold of the 
militant, 800,000-man Socialist trade 
unions. 

In the Flemish area, about one-third 
of industry is shut down. What is still 
open is operating at a slow pace. Al- 
though the Socialist unions have impor- 
tant pockets of strength, this area is 
predominantly organized by the Catho- 
lic union leaders—who oppose the strike. 
The Catholic unions equal the Socialists 
in strength but are unable to counter 
the effects of the Socialist work stop- 
page, such as power cuts. About 400,- 
000 Catholic union members are out of 
work. 
¢ Political Aspect—Although the work 
stoppage in Belgium is reminiscent of 
Britain’s general strike in 1926, it is 
not a traditional trade union wage-price 
strike. With some exceptions, Belgian 
workers are fairly well off by West 


European standards. Hourly wages have 
increased 35% since 1953, while indus- 
trial production has risen only by 20%. 

Primarily, the strike is political. For 
some time—long before the Congo crisis 
—Belgium has been in economic trouble, 
Between 1948 and 1959, its gross na- 
tional product increased only by 38%. 
Belgium’s European neighbors averaged 
an increase of 70%. 

Most of the blame falls on the fact 
that after the war so much Belgian 
money was invested abroad, not enough 
at home. There was chronic unemploy- 
ment in Belgium, and the country be- 
came increasingly dependent for orders 
on the boom in surrounding nations. 

Premier Gaston Eyskens’ answer was 
his reform bill, which he has presented 
to a parliament with this line-up: 
Christian-Social, 49%; Socialist Party, 
40%; Liberal Party, 10%; and Com- 
munist and other parties, 1%. He has 
the backing of the Liberal Party in 
addition to his own. 
¢ Two Mistakes—In presenting his bill, 
Eyskens made at least two mistakes. 
His timing was bad. Most observers 
agree that the Socialists might have 
gone along with him had he presented 
his austerity program at the time of 
the Congo explosion. 

He also made the mistake of holding 
up the second portion of his program, 
which—when it is presented—will deal 
with measures to get the economy ex 
panding again by encouraging invest 
ment from abroad and from within. 
For the past few years, the increases im 
Belgium’s GNP have been barely per 


ceptible. In 1958, there was even 4 
1.8% shrinkage. Eysken’s new pro 
gram called for increases of 4% 
annually. 


¢ Opposing Plans—Vague as it is, the 
Eyskens program represents the first 
serious attempt of any postwar cabinet 
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n Belgium 


to reshape the nation’s economic 
structure. Reform is needed, everyone 
—including the Socialists—agrees. ‘The 
issue is how. 

E.yskens’ government wants to pro- 
ceed along classic, capitalist lines, with 
big increases in investment capital and 
programs to diversify the economy from 
its present narrow base of steel, coal, 
and textiles. This would be done 
through tax advantages and special loan 
conditions. Most Belgians, including 
Catholic union leaders, appear to favor 
this liberal approach. 

On the other hand, the Socialists 
want to reshape the economy through 
nationalization. Thus, the Socialist 
Party demands today include not only 
rejection of the government’s reform 
bill but public ownership of Belgium’s 
utilities, still largely in private hands, 


and establishment of a state investment 
body. 

¢ Repercussions—Unless the Socialists 
are dealt a crushing defeat, the most 
serious damage that may result from 
Belgium’s strike in the long run is a 
loss of confidence by foreign investors. 
Until now, Belgium has been consid 
ered a safe bet. 

E.yskens’ proposal follows closely the 
recommendations of economists who 
studied Belgian problems for the Or- 
ganization for European Economic Co- 
cperation. They said that what capital 
Belgium did invest at home too often 
went into favored categories and did 
nothing to diversify from Belgium’s 
“Big ‘Three.” 

As a result, they said, the Belgian 
economy is highly vulnerable to world 
trade movements. About 40% of the 
country’s industrial output is exported, 
and nearly half its exports consist of 
base metals and textiles. 
¢ Impact of Congo Crisis—Although 





z 





there is talk that the effects of the 
Congo crisis caused the strike, there is 
little evidence to substantiate it. Bel- 
gium still gets income from Katanga 
Province and elsewhere in the Congo. 
What it now spends in the Congo does 
not exceed the amount it had budgeted 
for aid to the Congo last January, when 
Brussels envisaged friendly relations in 
the future with its former colony. 

Ihe Congo did bring matters to a 
head, with the emotional impact it had 
in Belgium. It brought home the fact 
that Belgium, after vears of lazy budget- 
ing and procrastination in reforms, was 
hardly in a position by itself to take on 
foreign competition. 

[ts big three industries are behind 
the times—especially coal—and need 
modernizing. With this background for 
labor discontent and unease, the strikers 
needed very little push to defy the gov- 
ernment. The austerity program, an- 
nounced on the ‘heels of King Bau- 
douin’s lavish wedding, did it. 


GASTON EYSKENS, Belgium’s Premier, ANDRE RENARD, Socialist trade union LEO COLLARD, Socialist Party president, 


wants to follow classic, capitalist lines, favors 
more foreign and domestic investment. 
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leader, whips up labor ferment, has collectiv- 
ist ideas for reshaping nation’s ecenomy. 


demands public ownership of utilities with 
more government control over investment. 
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FRITZ MACHLUP of Princeton sprang 


most novel scheme to halt the gold drain. 


Economist: 


A year ago, when Prof. Paul A. Sam- 
uelson (picture) of Massachusetts Insti a 
tute of Technology became first vice- \ 
president and program chairman of the Aw 
American Economic Assn., he said that ite 
the theme of the next annual meeting (D-] 
would be “Frontiers in Economic Cerl 
Analysis.” But by the time the vear had Prof 
rolled around and the economists had sites 
assembled last week in St. Louis, they on 
were worrying about a somewhat differ- oT 
ent frontier—the “new frontier’ of 
Pres.-elect John F. Kennedy. 

The striking difference between the 
St. Louis meetings of the AEA and 
those of the past several years was the 
sharply political tone and sense of in- 
volvement of large numbers of the 
economists who turned up. By no 
means all of these 4,000 economists are 
Kennedy advisers; many of them aren't 
even Kennedy sympathizers. Neverthe- 
less, many of the key figures among 
them now feel—as they did not during 
the Eisenhower vears—that they are not 
talking merely to each other but are 
likely to get an attentive hearing from 
the people who will be making policy in 
Washington. 
¢ Kennedy Advisers—I’or some, 
course, this is literally true. Samuelson 
—who now moves up to the presidency 
of AEA—was principal economic adviser 
to Kennedy during the campaign and is 
still up to his ears mapping economic 
strategy for the Administration. He 
heads the task force that is developing 
an anti-recession program for Kennedy. 
Samuelson expects Kennedy to release 
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PAUL A. SAMUELSON of MIT planned American Economic Assn. program this year, 
now becomes AEA president. He heads Pres.-elect Kennedy’s anti-recession task force. 


2 BUSINESS WEFK e Jan. 7, 1961 Samue 
BUSINE 









Ig 
ic 
dd 
id 


ng 
ng 
ot 
ire 
m 


of 
on 
Cy 
ser 

is 
11¢ 
He 
ng 
ly. 


se 


61 





FRANK SOUTHARD, JR., spoke as U. S. 
executive director of IMF. 


his group’s first report late this week. 
With so many of Kennedy's eco- 

nomic advisers present—including, be- 
sides Samuelson, Sen. Paul H. Douglas 
(D-Ill.), the National Planning Assn.’s 
Gerhard Colm, and Yale University’s 
Prof. James Tobin, the newly ap- 
pointed second member of Kennedy’s 
Council of Economic Advisers—the 
cocktail party and corridor talk was 
livelier than it has been for vears. It 
was spiced with gossip over people and 
debates over economic policies: 

¢ On the gossip front, the econo- 
mists fretted about many things—how 
important to Kennedy anv economist 
was likely to be, compared with young 
Theodore C. Sorensen, Kennedy's spe- 
cial counsel; whether CEA Chmn. Wal- 
ter Heller and the new Budget Director, 
David Bell, who is also a_ professional 
economist, would make a team and set 
the pitch of economic policy; what eco- 
nomic ideas ‘Treasury Secv. Douglas 
Dillon has (one view: “‘no fixed ideas”); 
how hard-boiled Kennedy and his in- 
siders had been in grabbing the people 
they wanted and dumping or ignoring 
others who had contributed ideas, 
memos, time to the campaign. 

¢ On the policy front, the econo- 
mists’ arguments focused on the linked 
problems of recession and the balance 
of payments. The recession theme got 
heaviest play in the cocktail lounge, the 
balance-of-payments theme in the meet- 
ing halls. (Some regarded this division 
as the result of imperfect forecasting by 
Samuelson, the program chairman.) 
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SEN. PAUL H. DOUGLAS, a past president of AEA, chats with retiring president Theo- 


dore W. Schultz, who urged economists to pay more attention to “human capital.” 


The economists gathered in St. Louis 
are convinced that the U.S. economy is 
not on the lip of a serious depression. 
They expect present inventory liquida- 
tion to taper off in the spring. This, 
combined with a persistent rise in gov- 
emment spending in 1961—which 
should increase $10-billion or more, in- 
cluding federal, state, and local—should 
check the recession, help to feed the 
recovery. 


|. Anti-Recession Policy 


Some of the economists in St. Louis 
who will have a hand in shaping policy 
speak now of “successive approxima- 
tions” to the degree of support required 
by the economy. These moderate 
boosts, they think, must be tailored 
to take account of the other objectives 
of trying to contract the balance-of-pay- 
ments deficit and of maintaining “rea- 
sonable” price stability. 

But the economists recognize that 
the “shallow saucer” forecast might be 
wrong, and that more powerful anti- 
recession medicine would then be re- 
quired. Support for a temporary tax 
cut, in such a situation, was widespread 
in St. Louis. One who favors a tempo- 
rary tax cut is Walter Heller—who dis- 
creetly stayed away from, the convention 
but who spoke to BUSINESS WEEK on 
the telephone. 
¢ Tax Overhaul—Many economists 
think the real problem facing the new 
Administration isn’t how to turn this 
moderate inventory recession around, 


ye Recession, Gold Reserves 


but rather how to lick the problem of 
slow growth and too frequent recession. 
They argue that the U.S. tax system 
needs a major overhaul—with a general 
reduction—if growth is to be promoted. 

Some who are working on tax policy 
for Kennedy—including Heller and the 
Brookings Institution’s Joseph A. Pech- 
man—think there simply isn’t a chance 
of getting Congress to enact a general 
tax bill in the first session. 

There is no unanimity among the 
economists that over-all tax reduction 
is desirable. Some are stil! taking their 
cue from Harvard’s John Kenneth Gal- 
braith in maintaining that the most im- 
portant task is to redress the balance 
between public and private spending by 
boosting the public sector, while leaving 
tax rates roughly the same. 

Samuelson appears to favor a general 
tax overhaul and reduction, but says: 
“Kennedy called for sacrifices during the 
campaign. How can he go to the people 
now and ask for tax reduction?” 


Il. The Policy Mix 


The new mixture of fiscal and mone- 
tary policies that the bulk of economists 
now favor for checking the recession is 
this: 

A relatively loose fiscal policy—that is, 
a tolerance of substantial deficits in the 
federal budget. These would primarily 
result from the shortfall of tax receipts 
but would also come from an increase 
in federal outlays, especially for national 
defense, education, research, depressed 
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OTTO ECKSTEIN of Harvard headed 


growth study for Congress last year. 


areas, expanded housing and urban re- 
newal programs. 

A relatively tight monetary policy to 
prevent speculative capital flows that 
might result from excessively low short- 
term interest rates. 
¢ Freedom for Fed—There was no talk 
among economists of putting the heat 
on Federal Reserve Chmn. William Mc- 
Chesney Martin to follow a much 
easier money policy. 

Economic consultant Edward M. 
Bernstein observed that it had not been 
necessary for the Fed to be “unduly 
cautious” in casing credit during the re- 
cession. But he noted that the market 
yield on three-month Treasury bills has 
not falien below 2% in this recession, 
whereas it dropped to 4% in May, 1958. 

A year ago, the Eckstein report on 
Employment, Growth, and Price Levels 
-with which the majoritv of liberal 
economists agreed—concluded that the 
U.S. needed a mixture of tight fiscal 
and loose monetary policy. Now the 
liberals have switched their line, favor- 
ing a loose fiscal and a relatively tight 
monetary policy. (Pres.-elect Kennedy 
himself accepted this switch midway in 
his campaign, dropping his early attack 
on tight money.) 
¢ Deeper Therapy—But most econo- 
mists in St. Louis seemed convinced 
that monetary and fiscal policies. alone 
are not enough to remedy the persistent 
deficits in the U.S. balance of payments 
or to guard against a crisis that might 
be produced by massive conversion of 
dollars into gold. So the meetings pro- 
duced a bag of proposals for preventing 
dollar crisis, including these: 

¢ E. M. Bernstein proposed that 
the International Monetary Fund make 
arrangements with all the nations that 
are large holders of gold and foreign ex- 
change reserves, under which those 
countries would agree, on request, to 
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JOHN KENNETH GALBRAITH of Har- 


vard led cry for more government spending. 


lend IMF stated amounts of their own 
currencies. IMF would call for such 
loans whenever a nation was worried 
that large-scale conversions of currency 
into gold would wipe out its gold re- 
serves. The foreign country that lent 
its currency to IMF would receive an 
interest-bearing note of IMF, with a 
gold guarantee 

¢ Theodore O. Yntema, vice-presi- 
dent-finance of Ford Motor Co., pro- 
posed a broad program to reduce for- 
eign barriers to U.S. exports, boost pro- 
ductivity and cut the costs of U.S. 
goods. Yntema also urged a review of 
U.S. foreign aid and foreign military 
expenditures. His main theme was his 
insistence that—though he was not vet 
calling for a dollar devaluation—econo- 
mists not rule out devaluation as one 
possible solution to the U.S. balance- 
of-payments problem. “Most econo- 
mists,”” said Yntema, “favor price flexi- 
bility but are committed to rigid price- 
fixing when it comes to exchange rates.” 

¢ The most sensationally different 
proposal of the meetings was that of 
Prof. Fritz Machlup of Princeton Uni- 
versity. Far from advocating a devaiua- 
tion of the dollar (that is, an increase 
in the dollar price of gold), Machlup 
proposed just the opposite—“that the 
dollar price of gold be reduced in two, 
three, or more installments,” in other 
words, that the dollar be appreciated. 

In effect, Machlup would remove 
from speculators or central bankers their 
motive for getting out of dollars into 
gold—their belief that the dollar would 
be devalued. On the contrary, he would 
now give everyone a reason to get out 
of gold and into dollars. 

Instead of secrecy, Machlup would 
have the U.S. government provide 
“ample advance notice” to everyone 
that a cut in the dollar price of gold 
was coming. He would also negotiate 


CHARLES L. SCHULTZE of Indiana Uni- 


versity chaired session on business cycles. 


with foreign governments to get them 
simultaneously to reduce the price of 
gold in relation to their currencies. 
Machlup believes that the U.S. can 
set gold at whatever price it wants to 
pay and make it stick—as long as it 1s 
willing to sell any amount of gold that 
should be demanded at the reduced 
price. 
¢ Gimmick—Machlup insists that he 
regards his proposal as more than a 
“gimmick,” but not “as a substitute 
for sound monetary and financial poli- 
cies in this or any other country.” 
However, a number of economists in 
St. Louis commented that the bal- 
ance-of-payments problem had been 
blown up beyond its real proportions, 
and that the proposals to solve it were 
getting curiouser and curiouser. 





FOREIGN STUDENTS in U.S. graduate 


schools puzzle over curious proposals. 
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Late City 
Edition 


In today’s profit squeeze, have you done all you can 
to reduce insurance costs? 


(It may pay you to talk to the American Mutual Man) 


Cutting costs has always been management's everyday job... 
but today it’s becoming an all-out crusade. 

We at American Mutual would like to recommend an idea 
you may have overlooked—cutting your insurance costs. 

Helping management cut business insurance costs is exactly 
what American Mutual has been doing for years—profit 
Squeeze or not. Our major effort for almost 75 years has been 
to bring policyholders better protection . . . lower cost. 

The Ay man, because he is a little bit better selected and 
trained, can be a little bit more valuable to you in many ways. 
He'll professionally review your coverages . . . audit for proper 
classification of employees . . . offer sound advice on your 
safety program to reduce accidents . . . and provide fast, fair 
service when an accident occurs. 

These are only four major areas where you have an oppor- 


tunity to save insurance dollars with American Mutual. 

Why not find out if the Ayy man can save insurance dollars 
for you. Write American Mutual, Dept. BW-1, Wakefield, 
Massachusetts. 


Our business is protecting your business... better! 


merican 
utual 


LIABILITY INSURANCE COMPANY 


“The First American Liability Insurance Company” ...a leading writer 
of Workmen's Compensation, all forms 
of Liability, Crime, Automobile, Group Accident and Health Insurance 





















What Happened in Reactor Blast 


@ Fatal explosion at AEC Idaho testing station, though 


involving radioactive steam, was not a nuclear blast. 


@ It was at worst a chemical explosion, and radio- 


active material was confined within an outer steel shell. 


@ AEC is hopeful public will understand difference, 


but companies fear setback to nuclear power projects. 


At 9:30 p.m. on Jan. 3, a muffled 
thump shook one of the big buildings 
at the Atomic Energy Commission’s 
sprawling Atomic Reactor Testing Sta- 
tion in Arco, Idaho, about 40 miles 
from Idaho City. The thump was a 
serious one; a working prototype of a 
portable atomic-powered generating 
plant had blown up, spewing radio- 
active steam. The explosion killed the 
three men in the reactor building; two 
were Army men, one an Air Force 
technician. 

The aecident was not a_ nuclear 
blast. That is, it was not an atomic 
bomb type of explosion. AEC spokes- 
men speculated that one of two things 
might have happened. It could have 
been merely a case of too much steam 
pressure and too high temperature, re- 
sulting in a burst boiler in the same 
way an ordinary coal-fired boiler would 
fail. Or it could have been caused by 
the fuel elements overheating and caus- 
ing a chemical reaction between the 
aluminum casings that contained the 
uranium fuel and the hot steam and 
water. Aluminum, if heated sufficiently, 
can burn fiercely and with explosive 
violence in steam. 
¢ Investigation—Finding out exactly 
why the reactor failed may take some 
time. Engineers will have to reconstruct 
exactly what happened from instrument 
records, since the three witnesses are 
all dead. No one else was in the build- 
ing at the time of the explosion. 

Initial assessment of the damage was 
hampered by the high radioactivity of 
the reactor and its shell. By Wednesday 
night, this much was clear: The steel 
container for the reactor core, which 
involves the enriched uranium fuel and 
the water that is turned to steam to 
supply power, had burst through its top 
cover. Virtually all of the radioactive 
material that escaped from this con- 
tainer remained within a larger, thin- 
ner steel shell surrounding all the appa- 
ratus. This prevented the entire area 
from being contaminated, but the AEC 
closed off the grounds surrounding the 
building and launched monitor planes 
to be sure no airborne vapors had es- 
caped. 

Because of the high radiation danger, 
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AEC emergency personnel can enter 
the building only for short periods of 
time, even when dressed in the most 
advanced protective clothing. It will 
be a long, slow cleanup. Crews must 
use remote-controlled machinery. 
¢ Most Serious—The explosion is the 
first fatal accident from a so-called nu- 
clear incident involving a power reactor 
in the U.S., and the most serious yet 
listed anvwhere. As far as is known, 
only one other person has died as a re- 
sult of a failure in a nuclear reactor. 
He was a Yugoslav scientist, who, with 
five others, was rushed to Paris in Oc- 
tober, 1958, for treatment for radiation 
exposure resulting from a reactor run- 
away at Vinca, near Belgrade, Yugo- 
slavia. The others recovered. 
Tuesday’s explosion of the Station- 
ary Low Power Reactor (SLPR-1) in 
Idaho will probably not be so expensive 
in dollars, however, as some previous 
accidents involving larger reactors. 
Major incidents have been rare in- 
deed in the reactor program, consider- 
ing that most of the more than 30 
power reactors that have been built have 
been experimental units or prototypes. 
The two most serious accidents so far 
were not in the U.S. One was in De- 
cember, 1952, at the Chalk River proj- 
ect in Canada; a fuel element over- 
heated, and operators were forced to 
dump the reactor’s moderator, filling a 
basement with radioactive heavy water. 
The other was on Oct. 10, 1957, at 
Windscale in England, where radioac- 
tive gases and dust were released into 
the atmosphere as a result of overheat- 
ing in part of the gas-cooled reactor’s 
graphite core. 
¢ Reactor Type—Before Tuesday’s ex- 
plosion of the SLPR-1 at the Reactor 
Test Station, the most serious accident 
there had been the melting of part of 
the core of an experimental breeder re- 
actor in November, 1955. That acci- 
dent did not involve the release of radio- 
active material, and no one was injured. 
The reactor that exploded is a small 
one, developing 3,000 kilowatts of 
thermal power, from which it generated 
260 kw. of electric power. It was de- 
signed as a prototype for reactors that 
could supply power at remote military 


installations, such as radar bases in Are. 
tic or Antarctic regions. It cost $2,592, 
000. It is a boiling water reactor—the 
type in which steam is generated by the 


: | 
water surrounding the fuel elements, 


and is piped from the core to a turbine, 

Other small reactors built for the 
Army are somewhat different. Called 
pressurized water reactors, they heat 
water under high pressure, then pipe 
the superheated water through boiler 
tubes to heat other water and generate 
steam. Thus the water surrounding the 
fuel clements is contained in a small, 
enclosed system. 

Alco Products, Inc., has built three 
small pressurized water reactors for the 
Army. One has been in operation since 
1957 at Fort Belvoir, another is gener 
ating power in Greenland, and a third 
will soon start up at an Alaskan base, 
These small reactors have one other ma 
jor difference from the SLPR-1—their 
fuel elements are clad with stainless 
steel. The SLPR reactor that blew up 
had aluminum-nickel clad fuel elements, 
and speculation at midweek was that 
the reaction of hot aluminum with the 
water is what caused the accident. 
¢ Hope and Dismay—The AEC is con- 
vinced that because this was a chemical 
and not a nuclear explosion, the general 
public will not be frightened at the 
idea of having nuclear-powered gener- 
ating stations close to cities. But 
General Electric Co. and Westinghouse 
Electric Corp., big suppliers to nuclear 
energy projects, are less sanguine. Their 
spokesman are afraid that the public 
acceptance of atomic power plants may 
be set back for years. 

The AEC has always insisted on the 
stiffest kind of safety precautions for 
nuclear reactors. As a result, the 
industry has the best safety record of 
any, with the communications industry 
a distant second. 

Just this week the Advisory Com- 
mittee on Reactor Safeguards, in a re- 
port to the AEC, balked at giving 
complete approval to the Philadelphia 
Electric Co.’s proposed 40,000-kw. 
advanced high-temperature gas-cooled 
reactor (HTGR), to be located at 
Peach Bottom, Pa. The committee 
action has the effect of suspending the 
request for a reactor construction per- 
mit by Philadelphia Electric and its 50 
private utility partners. 

The nuclear suppliers may take heart, 
however, from the initial reaction of the 
citizens of Idaho City (population, 
34,000), only 40 miles from the site 
of Tuesday’s accident. According to 
the local newspaper editor, there was 
almost no excitement. “People are 
interested, of course,” he said, “but 
no one is particularly upset.” 
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An example of Avisco Rayons in Industry 





Engineered for Strength 





Engineered for Repel/ency 


Engineered for Absor@ency 





There’s an application for Avisco rayon 
in your business 


The big news in industry today is the increasing use of 
Avisco rayon fibers. Versatility is the reason. Avisco 
rayon can be custom engineered to meet your end-use 
requirements. 

Need strength ? Avisco rayon fibers add backbone, tensile 
and flex life to beltings, burst strength to hoses, tensile 
and tear strength to coated fabrics and laminated paper, 
film and foil. 

Need absorbency (or repellency) ? Avisco rayon fibers are 
used extensively in medical and hygienic products. 
Need superior filtration? Avisco rayon fibers are pro- 
duced in a wide range of precise micron diameters to con- 
trol porosity and improve efficiency. 

Whatever you make, there’s a way you can save time and 
money with Avisco rayon fibers engineered to yuur spe- 
cific requirements. Find out now. 


QUICK REPLY COUPON 6-1 


industrial Merchandising Division 

American Viscose Corporation 

350 Fifth Avenue, New York 1, N.Y. 

Please contact me about Avisco Rayons for use in the 
following application: 





Name 





Company 
Address 








City Zone State 


ee SS SS CS SS SS SE SD SS SES SN SN SNES CNS NS cS ce ell 





fp-~---------- 





AMERICAN VISCOSE CORPORATION, 350 Fifth Avenue, New York 1, N. Y. 


~~ 








In Business 


Banks Seek to Resign as Sponsors 


U.ofP. Report on Pension Funds 


The University of Pennsylvania report on pension 
funds—which questioned whether most uninsured funds 
have sufficient assets to meet their obligations (BW— 
Dec.10°60,p126)—has created a ruckus in banking and 
insurance circles. 

Of the 29 companies that financed the report, the 
four giant New York banks—Chase Manhattan, First 
National City, Bankers Trust, and Hanover Bank—have 
resigned as sponsors, though at midweek the resignations 
had not been accepted. 

The banks feel that the preliminary conclusions, as 
stated by project director Dan M. McGill, a professor 
of insurance, are slanted against bank-trusteed pension 
plans in favor of insured plans. 

Meanwhile, a private conciliation meeting has been 
called by the Metropolitan Life Insurance Co., prime 
mover of the study, and the University of Pennsylvania 
is also trying to mollify the banks. 


lts Experiments in Harnessing Power 


Of H-Bomb Look Promising, IT&T Admits 


International Telephone & Telegraph Corp. this week 
cficially admitted that it was carrying on promising 
experiments in the low-cost harnessing of the fusion 
power of the H-bomb. 

Reacting to a spate of rumors that it had already 
achieved such a device, IT&T said that it had been 
working on it for some years but that results of recent 
tests had not yet been confirmed and that speculation 
on the importance of its findings was premature. 

Industry sources believe that IT&T is trying an un- 
conventional approach to the basic problem of getting 
use from hydrogen fusion: What do you use to contain 
hydrogen at a temperature of a million degrees? Most 
experimenters hold it in a magnetic field. IT&T is try- 
ing an clectrostatic process instead. 


Merging of United Air Lines, Capital 
Approved by CAB Examiner 


The proposed merger of United Air Lines and Capital 
Airlines has been approved by a Civil Aeronautics Board 
cxaminer, but the rival airlines that oppose the move 
intend to carry their battle to the full board. The merger 

would make United the largest domestic air carrier. 

Delta, Eastern, Northwest, Continental, and National 
had argued that the merger would violate the public 
interest, restrain competition, and jeopardize their own 
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Examiner Thomas L. Wrenn brushed them 
aside, saying, “Under ordinary circumstances, their argu- 
ments might have merit, but with Capital facing bank 
tuptcy the proposed merger cannot be considered an 


position. 


ordinary one. . . . In this situation, there is no doubt the 
merger would better serve the public interest than per 
mitting Capital to go out of business.” 

A final CAB decision—probably favorable—is expected 
before the end of February. 


ICC Refuses to Remove Differential 


On Rail Rates Favoring Southern Ports 


By a 9-1 vote, the Interstate Commerce Commission 
this week refused to upset a freight rate differential that 
southern Atlantic ports have enjoyed for 80 years over 
northern rivals. 

The differential covers only the rail portion of overseas 
shipments to and from the Midwest. It was granted by 
the railroads in 1877 to balance an ocean rate differential 
favoring the northern ports. Since 1935, the ocean rates 
have been equalized, making the over-all use of the 
northern ports more expensive. 

In 1956, railroads serving New York, Albany, Boston, 
and Portland, Me., proposed to equalize their rates with 
those charged to Philadelphia, Baltimore, and Norfolk. 
Roads serving the southern ports threatened a counter 
vailing cut to restore the differential. 

Finally, all hands agreed to wait an ICC decision. That 
decision now holds that proponents of killing the differ- 
ential had presented only meager evidence that the 
differential was in itself a principal cause of any diversion 
of traffic to the southern ports. The commission con- 
cluded that retention of the differential would best 
preserve a “reasonable competitive relationship” between 


the port groups. 


Monsanto to Build Ethylene Plant, 


As First Unit in Petrochemical Complex 


Monsanto Chemical Co. got ready this week to start 
the long-expected work on the first units of its $100- 
million petrochemical complex at Chocolate Bayou, 
Tex. 

The first unit will be a 500-million-Ib.-per-year ethylene 
plant, due in operation in 1962. After that will come 
benzene facilities with a capacity of 42-million gal. per 
year, and naphthalene facilities to turn out 50-million 
Ib. a year. Ultimately, there will be units to produce 
propylene, cumene, phenol, acetone, ethyl benzene, and 
other hydrocarbon raw materials used by Monsanto in 
making plastics and organic chemicals. 

The Chocolate Bayou plant will almost quadruple 
Monsanto’s present 135-million-Ib. ethylene capacity at 
Texas City. 

Natural gas for the feedstocks will be supplied from the 
nearby reserves of Monsanto’s own Lion Oil Div. Salt 
domes, necessary to petrochemical production, are also 
available in the area. 
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CHESSIE’S 
NEW YEAR 
REPORT: 


Chessie, with a good story to tell, once 
again is the only railroad to report on 
the year past to its shareowners and the 
public on the first working day of the 


New Year 


$42 MILLION NET INCOME 


C&O’s net income in 1960 was $42 million, equal to $5.15 a common share. This was a healthy 12 
per cent of gross revenues, despite generally higher costs. Working capital of $63 million reached a new 
high for the third straight year, and the railroad was kept in tip-top physical condition. 





C&O shareowners for the fourth consecutive year received a $4 annual dividend. And Chessie 
employees received the highest average wage ever. 


C0 “Dividends” for B&O Shareowners 


The first successful steps were taken in 1960 toward an event of historic significance — affiliation as a step 
to full merger as promptly as possible of the C&O and Baltimore and Ohio Railroad. 

A majority of B&O shares — 55 per cent — were assented at year end to C&O’s stock exchange offer. C&O’s 
board of directors, considering that C&O had obtained this majority, and in the light of numerous requests from 
B&O shareowners, took these actions: 

So that assenting B&O shareowners might begin enjoying some of the prospective benefits 
of being C&O shareowners, the C&O will, effective January 1, 1961, accrue the difference 
between C&O’s common dividend (currently $4) and B&O’s common dividend (currently 
60 cents), after applying the exchange ratio. 

[) In order to give all B&O shareowners an opportunity to participate, further acceptances 
will be received through February 2. 

[ Elected that the exchange offer will become binding on C&O so long as the majority of B&O 
shares are assented at the close of a thirty-day withdrawal period, also ending February 2. 

This dividend accrual by C&O would be for one year, but could be extended by C&O’s Board. It is subject 
to the approval of the Interstate Commerce Commission and C&O shareowners. C&O has applied to the ICC for 
approval. If and when the ICC approves, actual payment will take place just as quickly as ICC authorization 
becomes effective and the exchange is made. 

The B&O-C&O system will be America’s second largest in revenues, with outstanding potential for growth. 
The public interest, so dependent on sound transportation, will be notably served by affiliation and merger. 


; President 


Chesapeake and Ohio Railway 


TERMINAL TOWER + CLEVELAND 1, OHIO 











ATER 1S A MANUFACTURED PRODUCT 
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Water in the lakes and rivers is free, but there it’s only a raw material. 


pees ape en a ae Before you can use it, you put it through a complete chemical manufacturing process. 
You need expensive equipment and chemicals to collect it, store it, pipe it and purify it. 


(with the help of Neptune meters) : . ‘ 
1. Well water at 53 ubed first By that time water is much too expensive to waste. 
But how do you keep your people from wasting it? 


for air conditioning 


2. Chlorinated, used for Install water meters at every key point in your plant. Measure what every depart- 

. om scart 8 gauge ment or process uses. Ask the meters to uncover hidden leaks and careless habits. They 

4. Passes through heat exchanger show where you can save with automatic shut-off devices, by improving heat exchangers, 

5. Passes through by altering processes, by recirculating and reconditioning water for re-use. Don’t dump a 
ammonia condenser drop down the drain until you’ve gotten full use out of it. 

; rar a gst Call Neptune for help in saving water costs. Though Neptune now means mc-e than 

just meters, water conservation—through accurate metering—is still our biggest business. 


LIQUID METERS 


NEPTUNE METER COMPANY | Gas mevers 


19 West 50th Street * New York 20, N. Y. ELECTRONIC SYSTEMS and COMPONENTS 
for a better / measure of profit for MEASUREMENT and CONTROL 
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Watch for a report from the Kennedy task force that’s studying the 
recession. 


It is scheduled for a release from Kennedy headquarters, with all the 
publicity value the incoming Administration can give it. 


Kennedy knows what is in the report—and approves. 


The report was prepared by a task force working behind the scenes, 
headed by economist Paul A. Samuelson of MIT (page 24). Gerhard Colm, 
chief economist for the National Planning Assn., and Joseph A. Pechman 
of Brookings Institution have taken leading roles. Walter W. Heller worked 
with the group up to his appointment as chairman of Kennedy’s Council 
of Economic Advisers. 


The study will be labeled as coming from outside the Kennedy circle— 
as the work of experts who will not be officially connected with the new 
Administration. That is the reason for dropping Heller when he was 
named CEA chairman. But it has the Kennedy Administration stamp. Heller 
helped shape the report in its early stages, and Samuelson has been Ken- 
nedy’s top economic adviser since early in last year’s election campaign. 


The report will stress the limitations of easy money as a stimulator. 


Instead of just lowering interest rates and thus risking a greater outflow 
of gold, the task force may urge a more active use of programs in which the 
federal government guarantees or insures credit obtained from private 
sources. An added advantage of this method—now used in stimulating 
housing and urban renewal projects—is that the outlays occur in the private 
sector of the economy and do not show in the federal budget. 


It’s one way for Kennedy to get the economic stimulation he wants 
without adding to the deficit he already expects in the next fiscal year. 


Kennedy is inaugurating the day of the egghead in Washington. His 
appointments continue to run heavily to Phi Beta Kappas, Ph.D.s, honor 
graduates, and Rhodes scholars, along with ordinary graduates of Harvard. 


But something of a new breed is appearing among the Kennedy egg- 
heads. Since the 1930s, the thinkers and philosophers of the Democratic 
Party have tended to come from the ranks of the economists. 


Political scientists are showing up strongly among the thinkers, if not 
among the doers. These are men whose chief interests lie in the art and 
strategy of grand politics. It’s a reflection of Kennedy’s own interests. 

The most influential book in the Kennedy circle is by Richard E. 


Neustadt, a political scientist from Columbia University. It is called The 
Presidential Power: The Politics of Leadership. Kennedy has a copy. The 
book is being eagerly read by top figures in the coming Administration. 
A leading Washington bookstore has reordered it three times in recent weeks 
to try to keep it in stock. Also selling briskly is The Purpose of American 
Politics, by Hans J. Morgenthau, a University of Chicago political scientist. 
Both books argue for aggressive Presidential leadership. 


Sam Rayburn emerges as the key to Kennedy’s first year. 


If the President-elect gets his basic campaign promises enacted into 
law, it will be because Rayburn uses his full power as Speaker to back 
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Kennedy. If the Kennedy program stalls, it will be because Rayburn allows 
it to stall. 


Rayburn’s first moves are on Kennedy’s side. 


Rayburn’s strategy is to weaken the power of the House Rules Com- 
mittee to block legislation. This is a switch for the Speaker. In recent years 
he has allowed the Rules Committee, headed by conservative Howard W. 
Smith of Virginia, to sidetrack some of the proposals Kennedy is now 
demanding as basic ‘““New Frontier” legislation. 


This time Rayburn seems ready to move. 


He has told key members of the House that he would even favor purging 
a Southern conservative from the Rules Committee if necessary to get a 
pro-Kennedy majority. The target is William M. Colmer of Mississippi. 
Colmer and committee chairman Smith, by voting with four Republicans, 
have often created a 6-to-6 deadlock in the committee on key welfare 
and spending programs, thus blocking action on the House floor. 


The excuse is that Colmer campaigned against Kennedy. But so did four 
other Southern conservatives who hold key positions in the House, and 
Rayburn has made no move against them. Four years ago, Rep. Adam Clayton 
Powell of New York switched from the Democratic ticket and supported 
Eisenhower for President. There was no move to deprive him of his com- 
mittee standing, and he is now chairman of the Labor Committee. 


The real issue is the basic Kennedy program—aid to schools, to 
depressed areas, to housing, and to medical care for the aged, and an increase 
in the minimum wage to $1.25 an hour. 


The real power in the fight on Colmer comes from Lyndon Johnson— 
not from the liberal bloc in the House. Johnson got rough treatment in 
Mississippi while campaigning for Vice-President. He feels his own politi- 
cal future depends on the success of the Kennedy Administration. And 
Rayburn—Johnson’s first sponsor in Washington—is still Johnson’s loyal 
riend. 


Rayburn is reluctant to purge Colmer, who has 28 years of service in 
the House and is second only to Smith in seniority on the Rules Committee. 
If bumped, Colmer would be dropped to a rank no better than that of 
any freshman member. Members of Congress are always loath to tamper 
with the seniority tradition. 


There are other ways to undercut Rules Committee power. Rayburn, 
for example, could accept an open declaration by Smith and Colmer that 
they will not stand in the way of Kennedy legislation. 


Kennedy has no plans to expand space research. 


He wants to beef up the Federal Council on Science & Technology as 
a research coordinating agency. Under Eisenhower, it has consisted of 
experts at the Assistant Secretary level, headed by Dr. George B. Kistia- 
kowsky, the White House special assistant for science and technology. 
Kennedy may ask Congress to establish the council as a separate agency, 
but his purpose is not to spend more money. It is to get more results from 


the money now being spent. 
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. . . Where “Field and Stream” Begin at Your Parking Lot. 


This “linear City’”* extends 300 miles through the Piedmont 
Carolinas. Here industry finds excellent cultural and research 
facilities -- with rivers, fields and woods for industrial “back 
yards.” It ts one of the richest areas in the nation in home- 
owning, farm-based labor. Its urban consumer buying power 
is the highest in the South. Though it is one of the fastest 
growing areas in America, its people are not crowded into 
a few large centers. Scores of thriving towns and smaller 
cities offer plant sites in a rural or suburban setting, and 
are ready to meet the specifi: requirements of most industry. 

In this 20,000 square mile area. electric service is available 
wherever it is needed, at rates among the lowest in the nation. 
Let our location engineers make a complete 
and specific survey to meet your particular 


needs. *Ford Foundation urban development 
survey, “Metropolis * 





For your copy ot free new brochure, “The [ame 
Pieamont Carolinas, Where Wea'th Awaits "‘ ~ CRDUAAS 
You,” write our Industrial Development Deoart- 7 _— 
ment. 


Ps | 
Fox: POWER COMPANY 


GENERAL OFFICES: CHARLOTTE, NORTH CAROLINA 
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Can Russia Keep It Up? 


Just off Moscow’s Red Square, a 
tuble’s throw from the Kremlin, a 
3,400-r00om hotel is being built. ‘Twenty 
minutes away by subway, the Russians 
are preparing the site for a huge indus- 
trial exhibition by the British this 


spring. Throughout the city, new 


apartment houses are inching upward, 


toward completion. 

These are some of the visible signs 
that the Russians are providing to sup- 
port their claims that the vaunted 
Seven-Year Plan is coming off well, 
that the U.S.S.R. is on the road to 
riches. This is the plan’s third year. 
\lready, the Russians are saying they 
will complete the Seven-Year goals a 
year ahead of time, in 1964. 
¢ Implications—For the West, the 
Seven-Year Plan has serious implica- 
tions. 

To quote from the Soviet handbook 
on the subject: “When the plan has 
been fulfilled, the U.S.S.R. and other 
Socialist countries will be producing 
more than half the world’s total indus- 
trial output. Thus, absolute economic 
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superiority of the world Socialist sys- 
tem over the capitalist system in ma- 
terial production will be ensured.” 
That statement, of course, is wide 
open to challenge. For one thing, it as- 
sumes about a 2% rate of growth in the 
U.S. For another, it counts on greatly 
expanded production in all Communist 
countries, from Albania to Red China. 
Still, the Russians are putting every- 
thing they have into beefing up their 
industrial might. At last month’s meet- 
ing of the Supreme Soviet, Russia’s 
amenable legislature, the budget state- 
ment and other economic reports said 
that: 
¢ Industrial production registered 
a 10% increase last year, thus topping 
planned goals for the second year run- 
ning. 
¢ Labor productivity was up 5% 
to 8%, despite a switchover to a shorter 
working day—a development bringing 
the average worker down to a 40-hour 
week. A similar gain is seen for 1961. 
¢ Capital investment in 196] will 
reach 29-billion new rubles, or 12.6% 


©bBusiness WEEK 


more than last year’s. The bulk of this 
will go, as always, to heavy industry, 
though there will be a 50% increase 
in the amount for light industry. 


|. Behind the Statistics 


Beneath these public statistics, what 
is the state of the Soviet economy? 

Among Western experts, the con- 
census seems to be that the Soviets 
have an excellent chance to achieve 
their Seven-Year goals, despite some 
glaring defects in their economy. They 
have the growth (chart), with a whop- 
ping 8.8% increase in industrial pro- 
duction planned for this year. Their 
strict control of the economy permits 
allocation to heavy industry what might 
otherwise go to the consumer. Their 
performance has been impressive. 

In basic industries, there’s _ little 
doubt that the Russians are doing well, 
although there are serious lags, partic- 
ularly in chemicals, agricultural machin- 
ery, and much capital construction. 

For steel, 1960 was a boom year in 
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the U.S.S.R. The Russians commis- 
sioned four blast furnaces, 15 smelting 
furnaces, and hiked production by 10- 
million tons—the same figure as in 1959. 
If the Soviet steel producers meet their 
71.3-million-ton quota this year, they 
will have produced 9.7-million tons 
above plan for the three-year period 
and be in shooting distance of the 1965 
target of 86-million tons. 

Soviet oil production is increasing 
steadily, and the Russians continue to 
push oil exports. Production, now at 
2.8-million bbl. per day, is slated to hit 
3.1-million this year. If it does, the 
year will end with the Soviet oil indus- 
try having produced 60-million bbl. 
more than called for in the first three 
years of the present plan. 

Gas production is rising even faster, 
at an apparent rate of 30% to 35% a 
year, to help petroleum replace coal as 
the dominant fuel in the Soviet econ- 
omy. From I-trillion cu. ft. in 1958, 
gas production is programed to reach 
5.3-trillion cu. ft. in 1965. Coal out- 
put is being held relatively stable. 

Electric power generation is leaping 
ahead—despite lags in construction of 
transmission lines—to meet mushroom- 
ing needs and to complete, eventually, 
electrification of farms. Power produc- 
tion reached 294-billion kwh. last year, 
a big increase from 233-billion kwh. 


in 1958. 


ll. Economic Trouble Spots 


If Soviet figures are to be believed, 
the Russian consumer never had things 
so good as he has them now. Produc- 
tion of consumer goods was 8% higher 
in 1960 than in the previous year, and 
some items—including 9-million pairs 


DEPUTIES at Supreme Soviet get a glowing report on last year’s achievements, and learn what new budget will be for this year. 








of shoes—were produced in excess of 
plan. 

State planners say that the average 
worker’s income in real wages will rise 
5% this year. Still, light industry is 
destined to play second fiddle to heavy 
industry for years to come. Russia’s 
prime economic goal at present is to 
surpass the West in industrial produc- 
tion. 

The principal obstacles to Russia’s 
plans are the inefficiencies in its own 
economy. ‘They're more serious than 
you might expect. To begin with, man- 
agement methods are somewhat frozen 
in the U.S.S.R.’s rigid bureaucracy, 
which tends to resist change—even im- 
provement. 

For another thing, a country as large 
and still as underdeveloped as the 
Soviet Union has far more trouble cor- 
recting defects in its economy than a 
nation with better communications and 
more flexibility among its bureaucrats. 
Perhaps more important, inefficiencies 
in Russia are the type that tend to com- 
pound themselves as the economy picks 
up momentum. 
¢ Construction Picture—Take the stag- 
gering amount of unfinished construc- 
tion, for instance. This results from late 
deliveries, and spot shortages of labor 
and supplies, among other things. A 
year ago, there were 400,000 uncom- 
pleted construction projects; press re- 
ports indicate no improvement since 
then. 

While these projects presumably 
vill be completed some day, the econ- 
omy nevertheless suffers from tying 
up capital in unproductive activity. 
Capital construction as a whole is more 
than 10% behind the plan, with some 
lags reported in priority projects such 





as petrochemical plants and thermal 
power stations. 

Slow construction often results in 
expensive equipment being delivered 
but left uninstalled for months or even 
years. 

This situation is compounded by the 
tendency of many managers toward pre- 
cautionary advance buying as a hedge 
against possible later shortages. Finance 
Minister V. M. Garbuzov told the Su- 
preme Soviet that 1.7-billion rubles 
worth of uninstalled equipment was 
lying idle as of Oct. 1. 

Since storage space is scarce or non- 

existent in many places, spoilage often 
results. Visitors to the Kalinin plant, 
where American-made textile equip- 
ment has been delivered, report that at 
least $l-million worth is buried under 
snow awaiting installation. Spoilage 
amounted to 50-million rubles in the 
first nine months last year. 
e Other Woes—Chronic complaints 
also were raised at the Supreme Soviet— 
lag :n application of research, low-qual- 
ity production, and uneconomic cross- 
hauling between regions. 

Complicating the economy’s woes is 
agriculture, which is under almost con- 
stant fire for mismanagement and poor 
harvests. Last week, the Soviet Minister 
of Agriculture, Vladimir V. Matskevich, 
was fired, almost an occupational hazard 
among Russian agricultural officials. 

Western observers believe that 
further gains in agriculture will call for 
large infusions of capital for irrigation, 
drainage, fertilizers, and heavier power 
use. Whether this will compete with 
industria! investment remains to be 
seen. At present, Russia produces 
enough to feed itself; production gains 
are neeced to keep up with pepulation 




















Wilshire Boulevard passes through MacArthur Park, Los Angeles. 





—Ff §tep into the sun—and get 
to know this $9 billion market 


XS 
~ 


There are two good reasons for a South- 
ern California trip. First, you'll want to 
get closely acquainted with the latest 
business developments here, so that you 
can plan your future more effectively. 


Second, you and your family will want to 
take advantage of our justly famed vaca- 
tion resources. Especially now, when you 
can forget winter and spend your mo- 
ments of relaxation enjoying our sunny 
days and unique sights. You can play 
along our Pacific Coast, cheer the horses, 


Southern 
California 


ALL-YEAR CLUB OF SOUTHERN CALIFORNIA 
This advertisement sponsored by the Los Angeles 
County Board of Supervisors for the citizens 

of Glendale, Hollywood, Inglewood, Long Beach, 
Los Angeles, Pasadena, Pomona, Santa Monica, 
Torrance and 181 other communities. 
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shoot golf among desert palms. Spend 
some time exploring Hollywood. Visit 
our orange groves. Enjoy our notable 
“entertainment lands.” 


Plan to visit here soon—you'’ll return 
home with new personal vigor and use- 
ful business information. 

Free Sight-seeing Map: Official Full- 
Color Guide to Los Angeles County, all 
Southern California. Locates 645 sights, 
plus 100 TV and movie stars’ homes. 
Mail coupon today! 


------------ 


All-Year Club Tourist Information Center 
Dept. X-1 

628 W. 6th St., Los Angeles 17, Calif. 
Please send me free Color Sight-seeing Map. 
(Miss) 


(Mrs.) 
(Mr.) 


Street 








City 





Zone State 
PLEASE PRINT NAME AND ADDRESS 
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... Western observers agree 
cracks exist in Soviet econ- 
omy but differ on how seri- 
ous they are... 

(STORY on page 36; 





growth and also to provide a better diet 
e Remedies—The Soviets are moving | 
on several fronts to correct deficiencies, 
from the planning stages to the dis- 
tribution system. 

There’s a move to hitch electronic 
computers to the cumbersome plan- 
ning system, which relies mostly today 
on man, abacus, and mountains of paper. 

Incentives are being altered to en- 
courage plant managers to install new 
equipment. Until now the time re 
quired for setting up new machinery 
could cost a manager fulfillment of his 
quota. 

Scientists are urged to work more 
closely with industry, workers are being 
made more quality conscious, and 
financial committees are exhorted to 
tighten control over laggard enterprises. 
¢ On the Agenda—Other perhaps more 
fundamental moves also are afoot. 

Revaluation of the ruble, which got 
under way with the new vear, is sup 
posed to simplify planning and account 
ing, and promote cost-consciousness. 

Elimination of direct income taxes, 
which began last fall, was aimed par 
tially at building worker enthusiasm. 
Meanwhile, new work norms are gradu- 
ally being worked out to remove “dis 
tortions” that have crept into the in- 
centive system. 

During 1961 and 1962, wholesale 
prices of tools and other plant equip 
ment are being revised to reflect pro- 
duction costs more accurately and to 
insure the necessary accumulation for 
further development. 

On the heels of the recent inventory 
of capital assets, new amortization 
rates for industrial goods will be put 
into effect this vear. Preliminary Soviet 
calculations indicated that the amortiza- 
tion rate will go up 10%, to provide 
a more realistic assessment of produc 
tion costs and profits. 


lll. Gross National Product 


Anyone trying to assess Soviet eco- 
nomic progress runs up against the 
hard fact that an outsider generally 
knows only what the Soviets are will 
ing to tell him. He must rely upon 
Russian statistics instead of first-hand 
observation. 

Western observers usually agree there 
are some definite cracks in the Sovict 
economy, but differ as to how serious 
they really are. 

Some predict that with technological 
progress moving at today’s revolutionary 
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pace, a centrally directed economy such 
ee as Moscow’s will prove increasingly in- 
capable of making the thousands upon 
thousands of decisions necessary to keep 
ri- things running smoothly. 

In general, however, experts shy away 
from such conclusions. 

They say costly wastes and inefh- 








36; ciencies have always occurred in the 
liet Soviet system but that, somehow, the 
8 ‘ Xussians usually manage to get the job 
ving | ' 


io done. 


2 Over-all, these economists say that the 
dis- Soviet economy has proved its ability 

} to absorb tremendous amounts of 
a“ capital investment, although some sec- 
lan- tors of the economy—chemicals, notably 
rday —have trouble digesting all the capital 
pee allocated to them. 


“a ¢ 1970 Goal—With a gross national 
a product less than half that of the U.S., 
o Soviet investment in plant and equip- 


se: ment is about equal to that of the U.S. 
his is at the expense of consumption, 
F of course. 

eae Few, if any, Western observers ac- 
al cept the Soviet thesis that the Russians 
a will overtake the U.S. in per capita pro- 
seal duction and consumption by 1970. The 
aca Soviet GNP is expected to rise by an 
average 6% a year during 1960-70, 
according to estimates of the Central 

got Intelligence Agency and other official 


su : . 
aoe U.S. groups. On a per capita and per 
unt . ° ° 

worker basis—which gives a rough meas- 


3S. os oug! 
aa ure of productivity—the GNP increase 
‘an probably will be somewhere around 
P’ 4.5% a year. 


ada That would give the U.S.S.R. a GNP 
“dig of roughly $400-billion in 1970 in con- 
in | tant. 1958 dollars. Last year, the GNP 
. was in the neighborhood of $230-bil- 
lion. 

* Poor Yardstick—Comparison with 
ira U.S. performance, of course, depends 


pro- 
d to | upon what growth rate you assume the 


#8) U's: economy will sustain during the | MN POET aR GIVES YOU THE 


decade. Estimates range from 3% to 


Tomemmeermememenmm §NST AIR WHEN FLOOR SPACE IS TIGHT” 
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“a 1956 and 1959. . 
oviet F If the herr P en a . re The Joy WG-9 Vertical Compressors can give you the air you need when 
rtize | “iction of a 4.1% increase for the U.S. floor space is at a premium. A 150 hp machine, complete with motor takes 


ovide | Proves accurate, our GNP should be up only 35 square feet, yet it delivers 1528 cfm of air. Smaller models take 
about $800-billion in 1970. On that 


oduc even less floor space. 
basis, total Soviet output would be Apart from the floor space requirement, the WG-9 Compressors are “big 
wet ea ‘ . 3 i Ps a a ‘ 
ee 50% of the U.S. output by compressors” in design and construction. Replaceable cylinder liners and 
ict 970, compared with about 45 Oo NOW. cross-head guides, antifriction main bearings, and full force-feed lubrication 
However, the ratio of Soviet industrial | of all moving parts are but a few of the features which make the WG-9’s 
eco | production—a better yardstick for eco- “big” compressors. 
the | nomic power—should rise from 45% Joy has solved the problem of limited floor space with the WG-9 Vertical 
erally of the U.S. figure now to 58% at the | Compressors. No matter what your air or gas compressing problem, Joy can 
will | end of the decade. provide the solution from its lines of reciprocating, axial-flow and centrifugal 


upon After 1970, official projections of machines, ranging from 15 to 15,000 hp. For full information on Joy WG-9 
-hand comparative growth rates become less Vertical Compressors, write for Bulletin 2546-56. 





teliable-but more disturbing. If the 
there } U.S.S.R. can maintain a 6% annual in- 
sovict | crease in GNP, it would overtake the 
. “ae .? z arly 80s. 90 se le ieee AIR MOVING EQUIPMENT FOR ALL INDUSTRY 
erious -S. in the early 80s, 90s, or the early CY. Pes A A 
decades of the new century, depending ron rt , “Ep ©) Oliver Building, Pittsburgh 22, Pa. 
ogical § on whether the U.S. economy grows by a - Y i Coded Sy Miatedining Conpeny 
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onary J an average 2%, 3%, or 4%. END 
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In Business Abroad 


Rival Trade Blocs Revise Tariffs 


To Give Members Preferential Treatment 


The division of Europe into two trading blocs hard- 
ened into reality this week, with no possible bridge be- 
tween them in sight. 

On Jan. 1, the European Economic Community’s 
common tariff against third countries came into partial 
operation. The national tariffs of France and Italy were 
lowered and those of West Germany and the Benelux 
group raised toward the outside world. At the same 
time, the six countries further reduced import duties on 
each others’ goods. 

The six countries have decided to speed their customs 
union plan so that free trade within the area will be 
achieved in 1966, instead of 1970, as laid down originally 
in the Treaty of Rome. The speedup has been made 
possible by an agreement on agricultural protection. 

Meanwhile, the European Free Trade Assn. is also 
becoming more active as mutual tariff cuts give their 
traders preferential openings in each others’ markets 
from which traders in the rest of Europe and elsewhere 


are excluded. 
e e 


Liberalized Investment Regulations 


Spur U.S. Subsidiaries in Japan 


Now that the Japanese government has lifted a 30% 
limit on foreign holdings, U.S. investments are begin- 
ning to trickle into Japan. 

Japan’s expanding petroleum refining and petrochemi- 
cal industry has attracted a U.S. company to help manu- 
facture equipment for it. A. O. Smith International, S.A., 
and Kobe Steel Works, of Japan, have formed a sub- 
sidiary called Shinko-Smith Co. 

The new company, in which Smith will hold 40% 
ownership and Kobe Steel 60%, will produce pressure 
vessels for sale in Japan, Okinawa, South Korea, and 
Taiwan (Formosa). Shinko-Smith also has a technical 
assistance agreement with Smith International. 

In another venture, Robertshaw-Fulton Controls Co. 
has formed a subsidiary to manufacture automatic con- 
trols. The new. company, Robershaw Orient, Ltd., is the 
result of an agreement between Robertshaw-Fulton and 
a group of Japanese companies, among them Toyo 
Menka Kaisha, Ltd., a large trading company. The U.S. 
company will own 60% of the Japanese subsidiary. 


Opposition Party in Argentina Fights 
Foreign Hand in Petroleum Development 
Argentina’s leading opposition party, the Union 


Civica Radical del Pueblo (UCRP), is stepping up its 


campaign against foreign development of the nation’s 
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petroleum reserves. Pres. Arturo Frondizi’s policy calls 
for permitting foreign investors to speed exploration and 
production in the rich “southern flank” of the Como- 
doro Rivadavia oil field. 

The UCRP is trying to pressure the government into 
reserving the entire field for Yacimientos Petroliferos 


Fiscales (YPF), the government oil agency. The attack 
is centering in the Argentine legislature. 

The opposition party claims some success in its cam- 
paign. Bids put in over a year ago by Continental Oil 
Co. and the Ohio Oil Co. have not been decided on. 
Nor has YPF yet called for bids on the disputed area, 
although they were originally scheduled for last October. 

UCRP appears to be whipping up nationalist senti- 
ments just befure congressional elections in three prov- 
inces and te federal capital, due next March. The 
party is aiming especially at the Peronista vote, most of 
which no longer backs Frondizi. 


Irish, Belgian, Canadian Companies 


To Build Chemical Plant in Ireland 


Industrial development in Ireland made a big gain 
this week when Irish, Belgian, and Canadian interests 
announced that they are setting up a $11.2-million chem- 
ical plant in County Wexford to produce sulphuric acid, 
superphosphates, and purple ore. 

The companies involved are Shamrock Superphos- 
phates, an Irish-Belgian company; St. Patrick’s Copper 
Mines, a Canadian-owned company that owns a large 
copper mine at Avoca; and other unnamed Canadian 
groups. They have formed Shamrock-Avoca, Ltd., to 
build the plant, which is scheduled to start production 
in 1963. Annual sales are anticipated at $8.4-million, 
of which $5.6-million will come from exports. 

The plant will produce annually 115,000 long tons 
of 100% sulphuric acid, using pyrites from the St. Pat- 
rick’s copper mines, 40 miles away. The acid will be 
used to make superphosphates with imported rock phos- 
phate, and to compound fertilizers with ammonia from 
a plannid $19.6-million nitrogenous plant in the mid- 
lands of Ireland. 

A byproduct will be purple ore, which will either be 
used in a blast furnace at a steel works in Cork or 
will be exported to Britain and continental Europe. 


Business Abroad Briefs 


The Rank Organization, which plans to retail gasoline 
at a number of its movie houses in Britain, has picked 
Esso to supply its first service station, scheduled to open 
in Worcester around mid-March. It will sell a full range 
of Esso products. 


Pan American World Airways, Inc., has set up a West 
German subsidiary—Frankfurt Inter-Kontinental Hotel 
GmbH-to build what will be the nation’s biggest hotel. 
The new subsidiary has a basic capital of $950, )00. The 
hotel, with 500 rooms, will be situated 6 mi. from the 
I'rankfurt airport, overlooking the Rhine River. Cost 
is estimated at $10-million. 
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Got a shipment going hundreds of miles? Get it out 
by 9 A.M....it arrives the same day ! Got a shipment 
going about 50 miles? Ship it out around 9 A.M.... 
it’s there by noon! 


Whatever the destination of your shipment, chances 
are, a Greyhound is going there anyway... right to 
the center of town. Greyhound travels over a million 
miles a day! No other public transportation goes to 
so many places—so often. 


You can ship anytime. Your packages go on regular 
Greyhound passenger buses. Greyhound Package 
Express operates twenty-four hours a day...seven 
days a week...including weekends and holidays. 
What’s more, you can send C.O.D., Collect, Prepaid 
...0r open a charge account. 
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CALL YOUR LOCAL GREYHOUND 
BUS TERMINAL TODAY...OR MAIL 
THIS CONVENIENT COUPON TO: 


GREYHOUND PACKAGE EXPRESS 
Dept. A-2, 140 S. Dearborn St., Chicago 3, Illinois 
Gentlemen: Please send us complete information on Greyhound 


Package Express service...including rates and routes. We 
understand that our company assumes no cost or obligation. 
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IT’S THERE IN HOURS...AND COSTS YOU LESS! 











AUTOMATIC 
UPSETTING! 





Let National Tong-Feed Forg- 
ing Machines produce YOUR 
forgings at lower cost. 


The above upset-type forgings, 
and many others, are made on 
Nationals automatically! Pro- 
duction increases while labor 
and operating costs go down. 
Seven sizes through 74-inch 
are now proved and successfully 
operating in production. 


May we help you investigate? 


National 4” Automatic Tong-Feed 
Forging Machine with ere conv: 


NATIONAL MACHINERY tf 


TIFFIN, OHIO, U.S.A 
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Airline revenues gained... 





makes it hard for the 
companies... 





but poor earnings recor¢ 











Yes 60 
Operating Revenues é 
(12 domestic trunk air lines) o ’ 
1.8 — 50:27 
‘ f ° 
= 4 = 40 
= 1.6 — j ° 
; y 4 ° 
”) 1.4 — “ 30 = 
c c 
312-4 = 7% 
ay 1 
a: | | | | J ol | 
1955 ‘56 5) A ‘59 ‘60 1955 ‘56 "S77 ‘ss “or “el 
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New Jets Coming an 


With the formal closing of the loan 
agreement between Trans World Air- 
lines and a group of bank and insurance 
lenders last week, the initial struggle to 
finance the jet age was finally com- 
pleted. But already a second round of 
financing is under way that promises 
to be even tougher. 

Early in December United Air Lines 
ordered 20 Boeing 727 short-range jets 
and took an option for 20 more. At the 
same time, Eastern Air Lines placed an 
order for 40 of the 727s. These pur- 
chases of short-range planes will round 
out existing fleets of long- and medium- 
a aircraft such as Boeing’ s 707s and 

20s, Douglas’ DC-8s, and Convair’s 
880s and 990s. ‘They immediately 
prompted other airlines to contemplate 
orders, and the lines—as well as bank 
and insurance lenders—have been busy 
figuring out how to pay for them. 

Just how large the second round will 
be depends, in part, on whether airlines 
that have the jet-prop Electra decide to 
stick with it, or retire it early in favor 
of pure jets. But with two big carriers 
deciding to buy the new jets, the 
chances are that the other domestic 
trunk lines will follow suit. 
¢ Up to $1-Billion More—Most lend- 
ers estimate that second-round jet or- 


ders for the 12 domestic trunk lines 
will ultimately total some 300 to 400 
planes. These planes will have a 
smaller price tag than the $5-million 
charge for the big jets, but they will 
still require a lot of new cash—anywhere 
from $500-million to $1-billion, ac- 
cording to present estimates. 

Where this monev will come from 
is even tougher to figure. To finance 
the first round of jet purchases, the 
airlines borrowed heavily. Between the 
end of 1955 and mid-1960, their bor- 
rowed capital increased from 28% of 


total capitalization to over 56% (chart). 
So this route is no longer open. As one 


insurance company lender puts it: “The 


airlines have stretched the rubber band 
about as far as it will go for the time 
being.” 

In the meantime, the sharp slide in 
airline earnings has turned equity in- 
vestors sour on airline shares, which 
are now selling at roughly half their 
1959 highs. So it will be difficult to 
raise capital through the equity route. 
According to one underwriter, “The 
market just won’t take any airline stock 
offerings at a decent price.” 

e Time to Plan—The airlines have 
time on their side. The short-range 


jets won’t be ready for delivery before 
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... to raise new equity 
to ease high debt ratio 


Capitalization 
(12 domestic trunk air lines) 
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Pay 


1955 1956 1957 1958 


1963. By that time, the industry 
should have paid back some of its 
current debt and should be able to 
generate some earnings and cash throw- 
off from its first-round jet fleet. As one 
banker puts it: “The airlines should 
thank heaven the new jets aren’t due 
before 1963. Right now debt-to-equity 
ratios are dangerously swollen. But 
they should be back in line by the 
time new loans are needed.” 

But the airlines can’t take anything 
for granted. The big shift from piston 
to jet planes differed from previous 
cycles in two respects: (1) the jets are 
far costlier than piston planes—$5-mil- 
lion or more each compared to over 
$2-million for a DC-7; (2) the replace- 
ment came in one fell swoop, not as 
a gradual substitution process. This 
second shift will also be expensive and 
financing will probably be tighter. 
¢ Heavy Debt Load—Ncither lenders 
nor the airlines are happy about the top 
heavy debt structure now common in 
the industry—but there was not much 
they could do to hold it down. Few 
airlines sold new stock in the mid-1950s 
when they could have raised cash on 
favorable terms. They waited—and the 
market collapsed on them. Says Todd 
G. Cole, vice-president of Delta Air 
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Tougher Financing 


Lines: “In 1956 we sold 125,000 shares 
of common for $4.4-million. At the 
time we planned to do substantially 
more equity financing but the bottom 
dropped out of the market for airline 
stocks, so we resorted to debt financing 
to a much greater extent than we pre- 
ferred.” 

Many airlines, anticipating fat profits 
on the jets, locked themselves into stiff 
repayment schedules. They have had 
to work out refinancing—an expensive 
process that has left them unable to 
borrow much more now. 

But lenders have gone along to a 
considerable extent. They have been 
willing to go up to or even above a 
14-to-1 debt-equity ratio for major car- 
riers and a 1}-to-l ratio for smaller 
trunks—higher than ratios for borrowers 
in most other industries. 

However, they are 
about new commitments—unless the 
airlines raise new equity money. But 
equity money depends on earnings. The 
industry is now in what one broker 
terms the “distinctly distressing posi- 
tion of being a true growth industry 
in revenues without showing any true 
growth in earnings.” 
¢ Low Profits—Airlines have a lot of 
explanation for their poor profit record. 


tough-minded 


They admit that traffic growth has not 
matched greatly increased jet capacity. 
They point to stiff competition on 
many routes, as well as break-in ex- 
penses in starting jet service, and ever 
increasing labor and fuel costs. In addi- 
tion, there’s been a big switch from 
first-class business to less profitable 
coaci-class ticket sales. 

The result is profitless prosperity. In 
1960 operating revenues are estimated 
at almost $2-billion, up from $1.8-bil- 
lion in 1959. But Standard & Poor’s 
estimates that net income will drop 
drastically from $58-million to only $5- 
million. 

Those who have suffered most in the 
earnings decline are airline shareholders. 
Lenders are currently protected because 
the jets generate a good cash throw-off 
via depreciation, and this can be used 
for interest and repayment of loans. 

But if profits continue slipping, this 
safeguard may be removed. If not 
enoug!: is earned to cover interest ex- 
penses and depreciation charges, they 
would quickly drain off reserves. 

There have already been a number 
of cases where poor earnings have put 
loaus into technical default with re- 
spect to maintenance of various operat- 
ing ratios called for by loan agreements. 
But one banker admits: “Technical de- 
faults arc red warning lights, not causes 
for foreclosure. Banks and insurance 
com panics don’t really want to be stuck 
with airplanes or whole airlines.” 

But the situation is critical for some 

lines, and even the well-heeled giants 
are hurting. Depreciation and interest 
charges will hit with full force, if traffic 
does not grow rapidly. Selig Altschul, 
an airline consultant, estimates that in 
the !2 inonths ending in June, 1961, 
interest charges will total $54-million, 
compared to $30.6-million in 1959 and 
only $7.4 million in 1955. 
e CAB Steps In—The airlines and 
many ot their bankers tend to blame the 
industry s poor earnings on the Civil 
Aeronautics Board, claiming it has done 
too little too late. But last year the CAB 
took three major steps to help 
strengthen the airlines’ financial posi- 
tions: (1) It approved a 5% increase in 
fares effective July 1, which should gen- 
erate about $84-million a year in addi- 
tional revenues; (2) it authorized five 
airlines to increase jet coach fares to 
75% of the first-class rate on a series of 
long-range flights; and (3) it set a 
10.5% vate of return on investment as 
an eventual goal. 

The 10.5% return endorsed by the 
CAB would be a big plus in attracting 
equity—if it can be attained. However, 
many ia the industry feel that rate in- 
creases might discourage trafic. They 
prefer c'imination of some route compe- 
tition and a constructive CAB attitude 
toward mergers 
One major combine, the take-over 
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Let it sleet, let it ice, let it blow— 
there are “summer sidewalks” 
in winter’s snow 


In Madisocn, Wisconsin, with its 
average winter temperature of 21°F. 
and snowfall of 39 inches, it takes 
a lot of manpower to keep sidewalks 
safe and clean in winter. At the new 
State Office Building in Madison, 
public interest required the efficient 
and prompt removal of snow and ice 
from the building’s 12-foot sidewalk. 

The solution was simple—install 
a steel pipe snow melting system. 
Now, whatever the weather outside, 
the sidewalks are summer safe, free 
of-ice and snow. And inside, lobby 
floors and corridors need no hour- 
to-hour cleanup of tracked-in dirt. 

Snow melting and ice removal are 
only two of the many jobs which 
steel pipe can do better and more 
easily. Steel pipe has ‘“‘built-in’”’ 
strength and dimensional stability; 
it’s economical, easily bent and 
weldable. Because steel pipe offers 
more for less it is the most widely 
used tubular product in the world 
for heating and cooling, for refrig- 


eration and ice making, for water, 
air and gas lines, for vent and drain- 
age lines, and for fire sprinkler and 
electrical conduit systems. 


For complete information—urite for 
your copy of the 32-page booklet 
“Steel Pipe Snow Melting and Ice 
Removal Systems.” 





> \ STEEL PIPE 
¥} iS FIRST CHOICE 


e Low cost with durability 

e Strength unexcelled for safety 

e Formable—bends readily 

e Weldabie—easily, strongly 

e Threads smoothly, cleanly 

e Sound joints, welded or coupled 
e Grades, finishes for all purposes 
e Available everywhere from stock 


Insist on 








SA Steel Pipe 








C-3A 


COMMITTEE OF STEEL PIPE PRODUCERS 
150 East Forty-Second Street, New York 17, N. Y. 
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of financially distressed Capital Air 
lines by United, is slated for speedy 
CAB action. Another, the merger of 
TWA with Northeast Airlines, will 
probably gain momentum now that 
TWA’s financing is completed. And a 
flock of other proposals are expected 

¢ Turning to Leasing—The merger 
answer is bound to be slow. In the 
interim, airline finance men are con- 
stantly seeking new devices to augment 
capital. One is leasing. Eastern Air 
Lines is now negotiating a lease arrange- 
ment for 10 Boeing 720s with a large 
insurance company. 
leased 6 Convair 880s from General 
Dynamics Corp. 

But although leasing reduces the 
necessity for raising a lot of money at 
once, it proves expensive in the long 
run. One airline treasurer maintains: “Tf 
you can get the money it’s better to 
own your own planes. When you 
lease, you pay enough to cover all ex- 
penses and give the middleman a 
profit.” 

Airline men also have been able 
to raise some funds by getting the 
manufacturers to do part of the f- 
nancing, either by forcing them to ac 
cept old planes as trade-ins at good 
prices, or by giving purchase money 
paper. Although aircraft companies are 
far from happy about such arrange 
ments, the practices will probably be- 
come more prevalent in the second 
round of financing. Manufacturers will 
need to do all they can to encourage 
sales and volume in order to avoid a 
repetition of the write-offs and losses 
they incurred in the first round of their 
commercial jet programs. 

As a means of public financing, a few 
underwriters have suggested adaptation 
of equipment trust certificates used by 
railroads to finance rolling stock. The 
certificates are similar to bonds, but they 
are secured by liens on specific pieces of 
equipment. But the majority of airline 
men say flatly that this device won't 
work. 
¢ To the Market—Interim measures 
will not raise the bulk of the equity the 
airlines need for any new borrowing. 
Airline executives feel they will be able 
to generate a good portion of the money 
internally—from depreciation, and addi- 
tions to capital surplus as the jets finally 
begin to earn their keep. Part of the 
needed equity, however, will have to 
come from the market—no matter how 
disadvantageous it may be. 

In 1960 some airlines already started 


‘to take the market plunge. Westem 


Air Lines sold stock in the spring. 
United Air Lines finished up its first 
round financing by an offering of $25- 
million 4§% convertible debentures; 
National Airlines now has a $10-million 
convertible debenture issue in registra 
tion, and a convertible offering will re 
sult from TWA’s financing deal. END 
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In Finance 


Government Bond Study Calls 


For Increased Margin Requirements 


Congress’ Joint Economic Committee this week re- 
leased a study of one of the world’s most exclusive groups 
—the 17 banks and securities houses that “make” the 
$350-billion market in U.S. government securities. By a 
wide margin, this is the biggest of all securities markets; 
in 1958, for instance, only $32.7-billion worth of com- 
mon stock traded on the New York Stock Exchange, com- 
pared to $353-billion in governments over-the-counter. 

The study flatly rejects the charge made by a Demo- 
cratic congressman on the committee that what amounts 
to a Wall Street conspiracy has kept the bond dealer 
community from growing. In fact, the report says, from 
1948 to 1956 dealer profits were so low as to discourage 
outsiders from wanting to enter the business. The au- 
thors of the committee report, Allan H. Meltzer and 
Gert von der Linde of the Carnegie Institute of Tech- 
nology, say the bond dealers are at the mercy of the 
Treasury and the Federal Reserve. The thinness of the 
market for long-term governments (where $250,000 is 
considered a good-sized order, while in 91-day Treasury 
bills a big dealer will handle $30-million without diff- 
culty) is not the fault of the dealers, the authors say. 
Rather it is a result of Treasury debt management, as 
well as the Fed’s “bills only” policy, which prevailed 
until recently (BW—Nov.12’60,p169). 

The report is cautious in its recommendations, but 
it does call for: 


¢ Regular reports on bond dealer operations. (The 
Fed is already at work on this proposal.) 
¢ A “lender of last resort” for the bond dealers. The 


Fed already helps with dealer financing by buying Treas- 
ury bills under repurchase agreements, but this is done 
only at the Fed’s discretion. 

¢ Increased margin requirements for dealer repur- 
chase agreements in order to “prevent rapid falls in 
the prices of securities which occur as a result of forced 
selling and margin calls.” 


U.S. Companies With Cuban Subsidiaries 


Advised to Record Them as Total Losses 


Carman G. Blough, director of research for the Amer- 
ican Institute of Certified Public Accountants, this 
week gave stern advice to U.S. companies with subsid- 
iaries in Cuba that, as yet, have not written them off as 
a total loss. 

All told, U.S. property seized by Castro now totals 
over $1-billion, and scores of U.S. corporations, from 
Standard Oil Co. (N.J.) on down, are involved. Blough 
said, “We believe that in most cases the prospect of 
recovering the investment is entirely too doubtful to 
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justify not giving accounting recognition to the loss at 
this time.” He also advised companies to establish 
loss reserves even if property hasn’t been seized yet. 

Blough suggests that if che loss is “material,” it should 
be charged against retained earnings and not appear in 
the profit and loss statement. As he sees it, putting 
Cuban losses into the profit and loss statement would 
be “misleading.” He adds that tax considerations— 
which should prompt most companies into taking their 
losses on their 1960 returas—will probably be the decid- 
ing factor. Companies clearly will try to qualify their 
Cuban losses as “ordinary’—which would mean tax sav- 
ings at the 52% rate—rather than as “capital”—which 
would limit the deduction to 25%. 


Alleghany Corp. Buying B&O Shares 
In Attempt to Frustrate C&O Takeover 


Alleghany Corp., the holding company that the late 
Robert R. Young used to gain control of the New York 
Central RR, has jumped into the fight for the Baltimore 
& Ohio RR. Alleghany says that it has purchased “more 
than 100,000” shares of B&O common. 

Alleghany’s buying is ciearly an attempt to frustrate 
the Chesapeake & Ohio K\y. in its battle with the Cen- 
tral to take over the B&O. Alleghany says it is “aggres- 
sively protecting” its investment in the Central. It 
wants to establish a position as a big B&O shareholder 
in order to oppose the Cé-O bid when it comes up for 
approval by the Interstate Commerce Commission. 


British Insurance Companies Plan Merger: 


Bigger Force in U.S. Casualty Market Seen 


Two large British insurance companies with big stakes 
in the U.S., Royal Insurance and London & Lanca- 
shire Insurance, announced a merger plan last week that 
seems likely to mean stilfer co mpetition for U.S. fire 
and casualty companies. 

The consolidation will produce Britain’s largest com- 
posite group active in fire, casualty, and life insurance, 
with assets of over $1.]-billion. About half the premium 
volume of the new coinpany will be written in the U.S., 
where both are active in fire and casualty lines. 

The combine will account for about one-third of all 
the British insurance wntten here. The Royal group 
now ranks 13th among U.S. stock and fire and casualty 
companies; London & Lancashire did a smaller Amer- 
ican business, but its additional $37-million premium 
volume will make the proposed combine a big factor in 
the U.S., with writings of $280-million. 

Although neither company is now in the life insur- 
ance business in the U.S. London has an inactive life 
insurance affiliate, Safeguard Insurance, which could be 
used to offer complete insurance lines. This would en- 
able the companies to counter moves made by many 
U.S. fire and casualty companies in buying or setting up 
life affiliates. 
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BEFORE PRESS gets its first trial at forging, Vice-Pres. Herbert 
Allen, left, and Jerry Brougher, division manager, review plans. 


AFTER ONE MISS, E. B. Blake, manager of forging and engi- 
neering, briefs crew for a second try. 





ON SECOND TRY, press worked fine again, yet something went 
wrong, and the metal didn’t extrude. 
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THIS IS WHERE the second miss became apparent. Blake yells @utors a 


BUSINESS WEEK e Jan. 7, 1961 BU 


yells ogutors of the huge press. 


961 


BUSINESS WEEK e Jan, 7, 196% 


SUCCESS AT LAST comes on forging of a slightly easier piece, a compressor ring of 
exotic metal that will be used in atomic reactor. Press will now get final parts. 


A Texas-Buili Press 
For a Texas-Size Job 


Last June 24, Allen E. Caldwell, chief 


plant engineer for Houston’s Cameron 
Iron Works, Inc., was handed a rea! 
Texas-sized assignment: His company 
had landed a contract for making some 
tricky jet engine forgings, but the press 
hadn’t been designed yet—at Cameron 
or anywhere else—that could pound 
them out. This gave the company 
excuse to build a 20,000-ton press 
probably more versatile than anything 
else around, and also to take a big gam- 
ble: keep it privately owned. 

Because the market is so thin for 

king-sized forgings, such machines in 
the past were always built for, paid for, 
and later owned by the government. 
This is even the case with an 11,000- 
ton multiple-ram press that Cameron 
has used for eight years. But Cameron 
figured it could get along without a 
federal stake this time, if its press 
could crunch out components that 
other presses couldn't. 
e Ready to Squeeze—This week, after 
a six-month crash program, Cameron 
had its new press almost completed 
(pictures) and was busy working out 
the last of a few bugs. Only the next 
few years will tell whether Cameron’s 
$4-million to $5-million gamble was 
worth it—though there isn’t much 
doubt around Cameron. 

The company handled this job, says 
Herbert Allen, vice-president and gen- 


eral manager, in the same way it tackles 
ali its business—which is mainlv valves, 
gauges, and other high-pressure well- 
head equipment for the oil and gas 
indusiries. 

“We create appeal technically,” Allen 
says. “We make special solutions to 
special problems. Instead of a lot of 
mousetraps, we build a better mouse- 
trap. If we can do that, we come up 
with a little series of monopolies.” 
¢« The Forging Art—Designing a new 
forging press is no mean feat. Despite 
the large amount of new knowledge 
about the basic nature of metals, shap- 
ing metals is still first, last, and always 
a mechanical art. 

Metallurgists come up with tougher 
and tougher materials, designers want 
them in such products as jet engines, 
and it’s the job of the shop men to 
igure out how to cut, cast, or hammer 
uper-strength, heat-resistant alloy into 
the shape the designer calls for. 

Many of these alloys are as hard as 
tool steel, or even harder. Few can be 
successfully cast in large pieces, and in 
their cast form they may not retain 
he desired physical properties. 

If more than a few pieces are needed, 
cutting a billet into shape by machin- 
ing is wastefully time-consuming. And 
forging usually also improves the metal’s 
strength. 

But hammering or forging a big 
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It’s not an ordinary paper that traps 
destructive sludge in oil, tiny motes of 
dust in air, corrosive droplets of mois- 
ture in gases... these marauders are 
now stopped in their tracks by “highly 
educated” Riegel filter papers. Other 
familiar examples are vacuum cleaner 
bags, oil filters in your car, hydraulic 
filters in jet engines and gas aerosol 
filters to trap atomic fallout. Riegel 
filter papers are made to highly tech- 
nical specifications for each job, 


Think a moment...can a filter im- 
prove your machines or processes... 
or solve a problem... at the cost of 
paper? Riegel has over 600 papers to 
serve industry in products, in produc- 
tion, in packaging. Write Riegel today 
describing your need, 










TECHNICAL ADVISORY: SERVICE 
RIEGEL PAPER CORPORATION 
BOX 250, NEW YORK 16,N. Y. 








chunk of high-performance alloy into 
shape is a real art. 

e Pressure Job—For big pieces of metal, 
forging presses the size of a two-story 
building take the hot, super-strength 
material between their jaws and squeeze 
it in cavernous molds with pressures 
of 20,000 to 30,000 tons. 

Pressure alone is not the only con- 
sideration. The mold or die tempera- 
ture has to be just right, the timing of 
the squeeze perfect, and the tempera- 
ture of the workpiece within close 
limits. Otherwise, the workpiece may 
splinter into bits, the dies crack, or, at 
the very least, an expensive piece of 
raw material could turn into scrap. 
¢ Multiple Rams—Most big presses 
have only two jaws. They can’t make 
forgings that have undercuts or hollow 
areas. Thus if they are used to shape 
a hollow spool, the center must be 
drilled or milled out after it is forged. 
Cameron’s press has multiple rams, 
however, and is not limited to making 
solid chunks. In addition to squeezing 
from the top and bottom, it can squeeze 
from the sides; it also has a piercing 
ram that can poke holes through the 
workpiece while the other rams are 
holding or shaping it. 

To add to its versatility, the press 
can turn out huge backward extrusions 
up to 30 ft. long and 56 in. in diameter 
—something unheard-of in the forging 
business. The dies can be set so the 
metal squirts out in a controlled spurt, 
and deep cup shapes or long tubes 
can be formed that are much larger 
than the size of the forging dies. 

You can see how the process works 
by imagining a baseball bat being 
forced into a can full of modeling clay. 
The clay would rise up around the bat 
and form a cup shape higher than the 
criginal can. In backward metal ex- 
trusion, the clay is the hot solid steel 
put under such intense pressure that 
it flows like thick mud. 
¢ Comparison—There are other mul- 
tiple ram presses in the U.S., and many 
that are capable of making large back- 
ward extrusions. Wyman-Gordon Co. 
in Worcester, Mass., one of the oldest 
forging companies in the country, has 
a 35,000-ton press with two side rams 
that slam in with 3,000 tons each. 

Cameron’s press has 15,000 tons less 
of vertical grip, but the pressure of 
each side ram is 7,000 tons. And it has 
the 4,200-ton piercing ram which Wy- 
man-Gordon’s press lacks. Cameron 
thinks its press may have the edge over 
Wyman-Gordon on certain jobs, be- 
cause of its versatility—its long work 
stroke (84 in.) and its ability to make 
the huge backward extrusions. 

The press—52 ft. high and 31 ft. wide 
at the base—weighs more than 2,000 
tons, including its foundation; without 
the foundation, more than 1,500 tons. 
¢ Lining Up Work—With its new piece 
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flo you see 
your customers 
every day? 


Of course not . . . time and 
expense will not permit it. 
But you can keep in touch 
every day with Shaw-Barton 
Calendar Advertising, build- 
ing identity for you, your 
products and service at low 
cost per impression. The qual- 
ity of Shaw-Barton Calendar 
Advertising assures you 
“hang up” for your sales 
message. Pica, 
We'd like to show you a pro- q ' 
gram tailored to your busi- 
ness. Write or call. 


SHAW.g, 





SHAW-BARTON 


GERLACH-BARKLOW 
SALES OFFICES IN PRINCIPAL CITIES 
GENERAL OFFICES AND PLANT. COSHOCTON, OHIO 








Your uninsulated steel files, we mean. They’re 
incinerators when a fire comes. That’s one 
reason 43 out of 100 firms having a seri- 

ous fire never reopen. Moral: Give your 
vital pape hours-a-day, point-of-use fire 
protection in Hercules Multi-Lox insulated 
files carrying Underwriters’ Laboratories 

la At your Meilink or write 

el Safe Company, do 6, Ohio. 


Meilink S 


with MsnnK Ti for hoops 


Most complete line of safes and insulated products 
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of hardware, Cameron will be gunning 
hard for business. Using closed dies 
developed by the company, the press is 
designed to forge steel, refractory met- 
als, and sophisticated high-density al- 
loys into intricate shapes never before 
forged. 

Cameron is thinking mainly in terms 
of high-density alloy steels for jet en- 
gine components; stainless steels for 
nuclear reactor parts, jet engine parts, 
and steam turbine components; high- 
quality alloy steels for missile compo- 
nents, and forgings of other materials, 
such as pure molybdenum, tungsten, 
tantalum, columbium, or their alloys. 

“There are specs and drawings on the 
board today for parts nobody can 
make,” Caldwell says. “Now, Cameron 
is going to make them.” 
¢ Hurry-Up Pace—It’s this kind of de- 
termination that enabled Cameron in 
the first place to produce its press in 
only six months. The company’s 11,- 
000-ton unit was about three years in 
the making, which is about par for 
building forging presses. Last June 24, 
Cameron had nothing but a concept, 
and a lot of the work was done before 
final drawings even existed. “Had we 
dealt with the government,” says Allen, 
“we never could have taken our simple 
approach to the problem. We work 
much better at Cameron without red 
tape.” 

This sort of crash program has been 
a steady diet at Cameron for years. 
Just before the U. S. entered World 
War II, Allen huddled with Navy pro- 
curement officers on a design for depth 
charge projectors and arbors. Then 
he returned to Houston, made a proto- 
type in three days, and hand-carried it 
to the Navy Dept., where astonished 
brass promptly gave him a letter of 
intent. 
¢ Special Jobs—It wasn’t until after the 
war, however, that Cameron really took 
an interest in special forgings, which 
come under its Special Products Div. 
Besides special forgings, the division 
also makes its own premium steel—such 
as high-alloy and stainless—in two 25- 
ton electric furnaces, and soon will be 
turning out vacuum-degassed steels. 

Right now, however, it’s focusing on 
completing its 20,000-ton multiple-ram 
forging press. The side rams have yet 
to be installed, along with the piercing 
ram and a 1,000-ton “knock-out” ram. 

On the first forging run the middle 
of last month, Cameron had a little 
trouble when the billet cooled too fast 
and didn’t extrude as it was supposed 
to. But by this week, Cameron engi- 
neers had things almost in hand. 

“You have to learn to play one of 
these things like an organ,” says Cam- 
eron’s Jerry W. Brougher, manager of 
the Special Products Div., “and nobody 
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Cut costs 50% with anew : 


J & L automatic turret lathe 


Advantages such as lower handling costs, increased output and 
improved product quality make the J & L automatic turret lathe 
important news for profit-minded management. 


During the first run of each part, the operator “‘programs”’ each 
machining operation as it occurs. Subsequently, each operation is 
accomplished automatically. 
On runs of more than 25 pieces you can: 

1. Increase production (actual pieces per hour) by more 

than 25%. 

2. Cut non-machining cycle time by 70%. 

3. Reduce labor costs by 50%. 
Since repetitive manual operations are eliminated, your operator 


can run two of these lathes at the same time, or he can operate 
one lathe while working on other jobs. 


No other machine tool builder in the world can equal Jones & 
Lamson’s century-long experience in reducing costs and increasing 
Profitivity® with the most advanced metal turning, grinding and 
inspection equipment. 

the man who needs 

a new machine tool 


is already paying for it 


ly JONES & LAMSON macuine company 


SPRINGFIELD, VERMONT 


Universal Turret Lathes « Automatic Lathes « Numerical Tape Controlled Machines 
Thread and Form Grinders « Optical Comparators « Boring Machines « Thread Tools 
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has ever had one of these around to 
practice on before.” END 
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Air Express gets your shipment first on, first off 


When the AIR EXPRESS label goes on your product, it becomes a top priority shipment... handled 
with kid gloves all the way. It never waits for package accumulation; it goes out immediately and 
on the first plane. And it goes where the jets go—always first on, first off on all 35 scheduled 
U.S. airlines. It’s sped from pickup point to plane and delivered at its final destination by one of 


13,000 AiR EXPRESS trucks, many radio - dispatched. Just 5 
one phone call is all it takes to speed your product — 

large or sma//—to any one of 23,000 communities in all Al we EX P rR E& SS 
50 states... by swift, dependable jet-age A/R EXPRESS. ; 


CALL AIR EXPRESS DIVISION OF ReEsA EXPRESS ° GETS THERE FIRST VIA_U. S. SCHEDULED AIRLINES 
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The Farmers Make the Gains 


(MEASURE OF PERSONAL INCOME 


putin of Dollars 


Farm Belt gains over year- 
ago outshine those of industrial 
states, where incomes were de- 
pressed by strikes in 1959. 


Farm states were the star performers 
of the 25 states whose total personal in- 
come between October, 1959, and 
October, 1960, rose at more than the 
8.1% national rate. The comparison is 
significant because in industrial states 
that made similar gains, personal in- 
comes were depressed in 1959 by strikes. 

October found the combines wind- 
ing up the wheat harvest in the North 
just as the cotton harvest was getting 
well under way in the South and West. 

For wheat, last year’s production of 
1,363-million bu. was the second high- 
est on record, up more than a fifth 
over 1959. This gain showed up vividly 
in Kansas, the No. 1 wheat state but 
it was even more dramatic in South Da- 
kota and North Dakota where a drought 
held the 1959 crop down. 

Last year’s cotton crop, estimated at 
14.3-million bales, was expected to be 
slightly smaller than 1959’s but not 
every producing state shared the de- 
cline. In fact, Arizona and Alabama 
chalked up healthy gains because their 
farmers planted more acres and showed 
better yields. 

Corn production of 4,353-million bu. 
broke 1959’s record, and in the Corn 
Belt farmers quickly converted the feed 
into steaks and pork chops. Such states 
as Iowa and Indiana report small gains 
from livestock; firmer prices pushed up 
receipts from hogs—despite reduced 
marketing—and offset lower receipts 
from cattle due to lower prices. 
¢ Industrial States—Off the farm, the 
year-to-year comparison was confused 
by strikes—particularly in steel and min- 
ing. Utah, which posted the largest 
October-to-October —increase—22.3%— 
suffered from strikes in both industries 
in 1959. Other states depressed by the 
1959 steel strike include Pennsylvania, 
Michigan, Indiana, Ohio, Colorado, and 
Illinois. The copper strike, felt in Utah, 
also held down Arizona, New Mexico, 
and Colorado. The steel strike also 
affected iron ore mining in such states 
as Minnesota and Michigan. In con- 
trast, Idaho’s showing in October was 
deceptively low because it was hit by 
a mining strike in 1960. 

The recession that started during the 
second half of 1960 showed up in the 
figures. As many as 23 states report 
drops in personal income from Septem- 
ber to October. The estimates already 
had been seasonally adjusted. 
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_— lly Adjusted)... % CHANGE 
1953-55 OCTOBER SEPTEMBER OCTOBER vs. 
STATE AVERAGE 1959 1960 1960 YEAR AGO 
Alabama ..... ... $286.4 $347.4 $427.5 $387.2 Fiils% 
eas a Oe 41.9 46.7 48.3 F< eT + 3.0 
Arizona ........ 126.9 204.1 235.6 239.7 +17.4 
Arkansas ....... 153.5 184.7 196.3 | 209.6 + 13.5 
California ....... 2,341.7 3,432.0 3,791.1 | 3,825.0 +11.5 
Colorado......... 217.2 296.9 341.1 341.5 + 15.0 
Connecticut ..... 440.7 578.5 607.6 627.1 + 8.4 
Delaware ....... 78.6 113.4 129.6 132.0 + 16.4 7 
District of Columbia 158.2 185.5 202.5 197.1 + 6.3 
Florida ......... 456.8 816.0 890.9 907.8 +11.3 
Georgia ........ 383.2 497.9 529.7 538.1 + 8.1 
Hawaii ...... aie 76.0 107.3 117.4 114.4 + 6.6 
Idaho ....... Sse 74.5 93.2 98.1 94.6 + 1.5 
illinois ...... tee =©1,677.5 =, 145.9 2,230.5 (2,272.2 + 5.9 
Indiana ...... ean 663.5 770.5 868.4 887.2 + 15.1 
MEG co ccck seas Se 444.5 478.5 493.8 +11.1 
Kansas ......... 281.8 329.5 390.2 382.3 + 16.0 
Kentucky ....... 307.1 367.6 386.4 389.8 + 6.0 
Lovisiana ....... 318.3 407.3 475.7 442.3 + 8.6 
Maine .......... 112.8 144.3 151.6 150.6 + 4.4 
‘Maryland ......... 432.3 566.8 616.3 622.5 + 9.8 
Massachusetts ... 799.8 1,031.1 1,087.4 1,094.3 + 6.1 
Michigan ...... » 1,234.1 1,459.3 1,678.7 a ,559.6 + 69 
Minnesota ..... 4 434.8 548.3 613.3 623.0 + 13.6 
Mississippi ..... . 160.9 189.6 195.7 » 191.3 + 0.9 
‘Missouri......... 600.9 770.9 792.8 | $22.5 + 67 
Montana ...... os 92.3 100.5 115.5 . 115.9 + 15.3 
Nebraska ...... : 182.5 228.4 252.5 | 255.0 ' +116 
Nevada ....... ; 43.1 63.5 74.4 moms? +19.2 
New Hampshire . . 75.2 98.3 105.1 _ 100.7 + 2.4 
New Jersey..... 982.9 1,295.9 1,497.9 1,821.0 + 1.9 
New Mexico ..... 91.8 135.3 142.8 152.2 | +12.5 
New York ...... 2,887.9 3,741.5 3,907.0 3,901.3 i+ 43 
North Carolina... 429.0 515.1 586.7 | 564.3 + 9.6 
North Dakota .... 67.4 76.4 89.0 | 90.4 + 18.3 
ME Chieu. 4s 1,476.3. 1,794.6 1,975.5 1,976.1 + 10.1 
Oklahoma ...... 268.5 335.3 355.7 f 355.6 + 6.1 
SEPP EP 249.8 316.8 334.4 | $243 + 2.4 
Pennsylvania .... 1,678.6 1,939.6 2,136.2 (2,128.0 + 9.7 
Rhode Island .... 129.9 153.6 159.1 162.2 + 5.6 
South Carolina. . . 210.0 248.1 “292.8 256.3 + 3.3 
South Dakota .... 73.7 79.3 92.7 94.2 | +18.8 
Tennessee ....... 345.9 434.1 455.1 470.1 + 8.3 
FOES 0 cece 1,132.9 1,470.9 1,624.3 (1,568.7 _+ 6.6 
Peer ws Lies. 98.1 123.8 153.6 | 151.4 | +22.3 
Vermont........ 45.9 58.0 615 boone + 5.0 
Virginia ........ 383.3 583.1 5970 | 623.5 '+ 69 
Washington ..... 418.0 523.3 5526 | 546.8 + 45 
West Virginia ... 209.7 247.4 2593 | 2640 | + 6.7 
Wisconsin ....... 528.2 688.1 718.5 | 720.1 4 + 4.7 
Wyoming ....... 45.9 53.3 61.4 | 57.5 4 + 7.9 
TION ...... .$24,363.5 383 4 a capld 3 $33829.8 9 #8. 
1960, preliminary; Septembe ! 
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Behind Canada’s moves to curb U.S, 
business influence is economic stag- 
nation and chronic unemployment 


(right). 


Canadians in power blame Canada’s 
economic troubles on high foreign 
investment, and turned to full-fledged 
economic nationalism to cure them. 


oO 


Percent Unemployed 
w 


But some Canadians fear the remedy 


may only make things worse. 


Anxiety about unemployment in Can- 
ada—which, as the chart shows, has been 
plaguing the country for three years— 
has come to a head. That’s the fact 
that lies behind the recent burst of eco- 
nomic policymaking on the part of the 
Canadian government. 

In mid-November, Prime Minister 
John G. Diefenbaker called Canada’s 
Parliament together (BW—Nov.26’60, 
p31) to consider measures to increase 
“immediate employment” as well as a 
long-range program to spur economic 
growth. 

Acting with unprecedented speed 

during the first month of its life—a speed 
that recalled the hectic pace of the 
U.S. Congress during the early days of 
the New Deal—Parliament passed a long 
list of measures designed to shore up 
the Canadian economy. 
e Aim Revealed—The true nature of 
Canada’s economic policy was only re- 
vealed, however, with the introduction 
of an emergency budget two weeks ago 
by Finance Minister Donald M. Flem- 
ing. This budget showed that Prime 
Minister Diefenbaker’s conservative 
government intended to steer Canadian 
economic policy onto a track that Cana- 
dians have often talked about but have 
never actually entered upon in the post- 
war period—economic nationalism. 

The budget made clear that: 

¢ Canada intends to hold down 
its imports by hiking its effective tariff 
rates. At the same time, it will grant 
tax concessions to domestic business in 
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order to try to get Canadian companies 
to increase their production of a wide 
range of goods previously imported. 

¢ By boosting taxes on foreign in- 
vestment, the Canadian government 
will try to’slow down the flow of foreign 
capital across Canada’s borders. It 
hopes to offset any drag this may im- 
pose on the Canadian economy by its 
moves to reduce taxes on investment 
in Canada by Canadians themselves. 
¢ Ramifications—This new Canadian 
policy has wide international ramifica- 
tions. It represents the first significant 
move by a NATO country, since the 
European exchange crisis of 1949, to 
increase the barriers to the international 
flow of goods and capital. 

Canada has one of the highest rates 
of unemployment of any Western coun- 
try. Some economists fear that the new 
Canadian moves represent a return to 
the “beggar-thy-neighbor” cure for 
high unemployment—the method of try- 
ing to export a country’s unemployment 
by raising its barriers against foreign 
goods and seeking to replace imports 
with domestic production and employ- 
ment. 

These economists worry that the 
practice may spread to other countries 
with serious unemployment problems— 
thus bringing on the same downward 
spiral in world trade that characterized 
the 1930s. 

But the biggest worrics abgut the new 
policy are those that are disturbing the 
people most directly affected—the 


1957 


Data: Canadian Dept. of Labor 


Economic Worry Spurs Canadatc 


1958 


Canadians themselves. Canadians are 
wondering whether Canada’s move to 
economic nationalism can solve the 
country’s economic problems. Some 
Canadians have already expressed the 
fear that it will only make matters 
worse. 
J 


|. Economic Doldrums 


What brought on the new economic 
policy was the Canadian recession— 
under way since the spring of 1960. 

Canada’s gross national product, after 
running at an annual rate of $35.6-bil- 
lion in the first quarter of 1960, slid 
to a rate of $35.1-billion in the second 
quarter. The drop of 1.4% was one of 
the steepest quarter-to-quarter slides in 
GNP in Canada’s postwar economy. 

The country’s GNP picked up 
slightly in the third quarter of 1960, 
but Canadian economists think the gen- 
eral sag in GNP will continue until the 
early summer of 1961. 
¢ Some Help in Sight—At that time, 
Canada’s economists expect some help 
to come from developments in the 
U.S. Canada has close economic ties 
with the U.S. and—give or take a few 
months—Canadian business moves up 
and down with U.S. business. 

Accordingly, the moderate upturn 
looked for in the U.S. in mid-1961 
(BW—Dec.24'60,pl11) is expected to 
pull the Canadian economy up with it. 
This Canadian recovery will also get a 
push from a big budget deficit, which 
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probably will total about $286-mil- 
lion in the fiscal year ending next Mar. 
31. 

This budget deficit will be produced 
in the first place by the normal fall-off 
in tax revenues that comes with a re- 
cession. But it will be helped along by 
increased spending, and by a cut in tax 
rates. 
e¢ Weak Push—In spite of the impetus 
provided by this deficit, the Canadian 
recovery is likely to be weak—with even 
less bounce than the mild recovery the 
U.S. is expected to get. 

For the truth is that the Canadian 
economy has been in a state of “high- 
level stagnation” ever since the onset of 
the 1957-58 recession. 
¢ Growth Problem—The severity of the 
growth problem that has beset Canada 
since 1957 is evident if you stack up 
Canada’s experience in the last three 
vears alongside that of the U.S.—which 
has itself been plagued by slow growth 
over the period. 

Between 1957 and 1959, Canadian 
GNP-—measured in dollars of constant 
purchasing power—grew by only 1.3% 
per year. In the same years, the U.S. 
GNP was growing at a rate of 2% per 
vear. 

Canada’s figure looks even worse in 
the light of a study by Montreal eco- 
nomic consultant Arthur J. R. Smith, 
former chief economist in the Canadian 
office of the National Industrial Con- 
ference Board. 


Because Canada’s population has 
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been growing rapidly, Smith found, the 
slow growth of the country’s constant- 
dollar GNP means that its output of 
goods and services per person was actu- 
ally lower in 1960 than it was in 1956, 
the last year of the Great Canadian 
boom (BW —Jul.9’60,p1 37). 
¢ Capital Spending—The stagnation 
also shows up in what has happened to 
capital spending—the motive power be- 
hind industrial growth. Spending on 
new plant and equipment in Canada de- 
clined after 1956. Despite a sharp but 
very brief rally in mid-1959, it is still 
7% below the level of four years ago. 

Early in 1960, a government survey 
gave hope of improvement. The sur- 
vey indicated that private investment in 
plant and equipment for 1960 would 
mount up to about $7.1-billion—a 4.7% 
rise over 1959. But actual capital spend- 
ing ran at a rate of about $6.5-billicn. 
¢ Tough Problems—Canada’s slow 
growth has led to mounting economic 
problems: 

¢Unemployment has become 
chronic. Canada’s unemployment has 
averaged 7% of the labor force since 
1958—while unemployment in the U.S. 
has been averaging slightly under 6%. 
For 1960, the Canadian average will be 
about 7.1%. When unemployment 
reaches its seasonal high in February 
and March of 1961, Canadian statisti- 
cians expect the percentage figure to hit 
12% of the labor force (without adjust- 
ment for seasonal factors). 
¢ Industry is suffering from heavy 


excess capacity. In Canada, capacity 
estimates are hard to come by. How- 
ever, a reputable Canadian government 
statistician puts the current operating 
rate of Canadian industry at about 70% 
of capacity as compared to about 80% 
for industry in the U.S. 


Il. Policy Tug of War 


The decision to tackle these worti- 
some problems with the weapons of an 
“imwarc-looking,” nationalistic policy 
was not made lightly. 

It came as the final act of a political 
dramia involving three leading Canadian 
figures-Prime Minister Diefenbaker, 
I‘inance Minister Fleming, and James 
E. Covne, nationalist Governor of the 
Bank of Canada (BW —Jul.19’60,p137). 
An ofistage chorus was provided by 
Canad:i’s academic economists. 
¢ Three-Way Pull—Diefenbaker _ fa- 
vored the course of action that had 
the best chance of achieving political 
popularity. This meant increasing gov- 
ernmcnt spending on public works proj- 
ects that employ lots of labor per dollar, 
cutting personal income taxes to stimu- 
late consumer spending, and curbing the 
inflow of U.S. goods and capital. 

ileming—and his top advisers in the 
Canadian Dept. of Finance—opposed 
both big increases in spending and a 
cut in personal taxes. Fleming felt that 
the Canadian economy would get 
enough of a short-term push of the 
“pum)-priming” variety from the bud- 
get ceficit-now estimated at $286- 
million—brought on by the drop in tax 
revenues resulting from the current re- 
cession. Instead of pump-priming meas- 
ures, he favored tax concessions to busi- 
ness to spur long-term growth. 

Fleming also opposed Diefenbaker’s 
third remedy—curbing the flow of U.S. 
capital to Canada. He opposed this 
partly on “philosophical” grounds—his 
speeches prior to the recent budget mes- 
sage indicate that he does not think 
U.S. capital is responsible for Canada’s 
troubles. His opposition was also due 
in part to his feeling that, in the weak- 
ened state of the Canadian economy, it 
is inopportune to make any move that 
might curb foreign demand for Cana- 
dian output. 

In the third role in the political 
drama, Coyne—as a nationalist—favored 
curbing the flow of U.S. investment 
and goods in Canada. As a “conserva- 
tive” central banker, however, Coyne 
opposed Diefenbaker in the Prime 
Minister’s desire to increase spending. 
Bank of Canada officials also felt that 
increasing consumer purchasing power 
wouldn’t do much to cure unemploy- 
ment in the country. 

Though Coyne has no official role, in 
preparing the Canadian budget, he was 
consulted. And, as one Canadian ob- 
server put it, “Coyne was the only 
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Shipowners wage a constant battle against rust and corrosion. They 
rely on paint for protection, but paint can’t do the job right unless the 
surface is completely free of corrosion, scale, barnacles. That’s where 
Osborn power brushing comes in—to get metal thoroughly clean, 
fast. During both construction and periodic maintenance, shipbuilders 
and owners find it’s the low-cost way to clean metal. And Osborn 
power brushing is equally efficient for cleaning weld seams on new 
ships. To learn how Osborn metal finishing methods can help you, write 
or call The Osborn Manufac- 
turing Company, Department 
A-216, Cleveland 14, Ohio. 
Phone ENdicott 1-1900. 








Metal Finishing Machines...and Methods ¢ Industrial Brushes « Foundry Production Machinery 
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highly placed Canadian with a well- 
worked-out scheme to deal _ with 
Canada’s economic ills. In a ‘crisis’ 
situation, the views of such a man carry 
heavy weight.” 
¢. Economists’ Stand—Most Canadian 
academic economists took a stand dia- 
metrically opposed to Coyne’s—and in 
this view they were joined by a good 
number of economists in government 
posts. Like Diefenbaker, the econo- 
mists favored an immediate boost in 
spending and cuts in personal taxes. 
But like Fleming, they were opposed 
to curbing the inflow of U.S. capital. 
The views of the academic econo- 
mists got widespread publicity in Can- 
ada, after they got together to write a 
letter to Fleming demanding Coyne’s 
resignation, and the contents of the 
letter leaked to the press (BW—Dec. 17 
’60,p100). 
¢ Backfire—The effect of the letter was 
the opposite of what the economists 
sought; actually, it served to strengthen 
Coyne’s hand. As one Canadian ob- 
server put it, “The Conservatives 
couldn’t introduce a budget which 
seemed to make substantial concessions 
to a group of eggheads. It would be in- 
terpreted as a sign of political weak- 
ness.” Besides, he added, “Many Cana- 
dian economists are Liberals anyway.” 
During the final hectic days of budget 
making, the views of Coyne set the 
basic pattern. But they were somewhat 
diluted. Fleming—the most influential 
figure in the Progressive Conservative 
Party after Diefenbaker—managed to 
keep the curbs on U.S. business less 
extreme than Coyne wished. Fleming 
accomplished this by threatening to re- 
sign and thus provoke a cabinet crisis. 
This same tactic enabled him to get 
Diefenbaker to back down significantly 
from the Prime Minister’s original pro- 
posals for stepping up spending. 


ill. Nationalist Road 


Even though Canada’s new economic 
policy is the product of political com- 
promise, it represents a coherent point 
of view. The view adds up to this: 
Canada’s economic troubles stem 
mainly from a distorted industrial struc- 


ture, which in turn results from a high | 
level of foreign investment and from | 
the high proportion of Canadian indus- | 


try controlled by foreigners. 

The major complaint against foreign 
investment is just that it has been—and 
still is—too high. In the typical opinion 
of one Canadian economist, the great 
postwar investment boom and the ac- 
companying population growth left 
Canada with a need to grow at a rate 
of 44% to 5% a year in order to main- 
tain full employment and full use of 
industrial capacity. 

The slowdown in the demand for 
Canada’s products, this economist feels, 
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When The Martin Company 
telegraphs Aerojet-General... 
things happen fast! 


R. TRIPP H. GUNTHER 
__| AEROJET-GENERAL CORP. _| MARTIN COMPANY 
S| SACRAMENTO, CALIF. S| DENVER, COLO. 
= a 
>| URGENTLY REQUIRE SHIPPING DATA ON ENGINEERING CONTROL = >| TITAN CONTROL SYSTEM CX6124 BEING SHIPPED VIA AIR EXPRESS 
c&] SYSTEM CX6124 FOR FIRST TITAN OPERATIONAL BASE. ADVISE. &] TODAY. WILL ARRIVE DENVER TOMORROW 2 PM. 
_ = 
2 H. GUNTHER = R. TRIPP 
MARTIN COMPANY AEROJET-GENERAL CORP. 
DENVER, COLO. SACRAMENTC, CALIF. 











NEED TO EXPEDITE SHIPMENTS? Get shipping information fast’ You can count on telegrams 


for action! A telegram plainly says, “important”... you know you'll get a quick response. Busy companies 
like Martin and Aerojet like their facts and figures unmistakably in writing... by telegram! 


Western Union... for action! 



































Water in year-round abundance—amillions of tons of it—is available 
in Louisiana to quench the growing thirst of industry. More than 7,000 
square miles of the state’s area consists of streams and lakes. Annual 
rainfall exceeds 45 inches statewide. The mighty Mississippi discharges 
an average of 415,000 cubic feet of water per second into the Gulf. Big, 
steady-flowing wells in Louisiana yield some of the purest water any- 
where. Low-cost water is available to industry NOW .. . unrationed 
supplies for municipal and agricultural consumers are adequate in 
every season. Constantly replenished fresh-water reserves are another 
reason why “In Louisiana, Climate is a lot more than just weather.” 
Every section of Louisiana has: SIZABLE COMMERCIAL CENTER/ABUNDANT 


FRESH WATER/ACCREDITED UNIVERSITY OR COLLEGES, GOOD SCHOOLS / 
TRADE SCHOOLS/ GOOD TRANSPORTATION/LOW COST POWER AND FUELS 


Write for new booklet, ‘‘Louisiana Invests in Industry."’ Other information 
available . . . each inquiry receives individualized handling. 


LOUISIANA DEPARTMENT OF COMMERCE & INDUSTRY 
SECOND FLOOR - BATON ROUGE 4, LOUISIANA 
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causes the country to suffer from “‘over- 
investment.” Canada’s excess capacity, 
he argues, exerts a depressing influence 
on the economy, and will keep it stag- 
nating until the growth of demand 
catches up with existing capacity. 

¢ Nationalist Argument—The problem 
is made more serious, as Canada’s eco- 
nomic nationalists see it, because the 
level of direct foreign investment in 
Canada has been even higher in the 
years of slow growth after 1956 than it 
was before. 

There is a further potential damage to 
the Canadian balance of payments re- 
sulting from the high level of foreign 
investment, in the eyes of the national- 
ists. They criticize the unwillingness 
of foreign companies, which own about 
56% of Canadian manufacturing capac- 
ity, to export from their Canadian 
plants, except when these plants are en- 
gaged in processing raw materials. 

Finally, Canada’s economic national- 
ists argue that the high degree of for- 
eign control of Canaaian industry has 





made Canadian manufacturing a laggard | 


in the world technological race. They 
say the research expenditures of foreign- 
owned companies in Canada tend to be 
low, and these companies seem to be 
slow in bringing out new products in 
their Canadian plants. 

¢ Opposition Voices—Opponents of 
economic nationalism have a hard time 
of it in Canada just now, since what 
they say appears to run counter to the 
predominantly nationalistic tone of 
Canadian politics today. 

Still, some Canadian voices are raised 
in opposition, saying that the troubles 
of Canada are not primarily the result 
of U.S. investment, that their real 
cause is the tough competition Cana- 
dian industry faces from the revived 
manufacturing industry of Western 
Europe and Japan. 

Critics of the new Canadian eco- 
nomic policy also insist that the “shot- 
gun” approach—raising general tariff 
levels and offering tax benefits to domes- 
tic producers—will kick back. It will 
mean, they say, that Canadians, forced 
to substitute high-cost domestic prod- 
ucts for foreign goods, will have to take 
a cut in their standard of living. 
¢ Outside Impact—The most telling 
criticism of Canada’s new economic 
policy, though, may come from other 
countries. The U.S. is reported to be 
planning retaliatory moves, and it re- 
mains to be seen what their effect will 
be. 

There is one big inhibiting force, 
however, against any sharp U.S. retali- 
ation. That is U.S. concern—for both 
political and military reasons—over the 
effects of any further worsening of 
U.S.-Canadian relations, and, still more 
broadly, a fear that “beggar-thv-neigh- 
bor” policies of economic nationalism 
might spread to other countries. END 
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Why Offset Paper Masters 
by Xerography ? 


What’s xerography? 

A dry, clean, fast, electrostatic copying proc- 
ess that economically ‘prepares offset paper 
masters for duplicating. You can enlarge, re- 
duce, or copy size to size. Original may be any- 
thing written, printed, typed, or drawn. Equip- 
ment used is called XeroX® copying equipment, 
made by Haloid Xerox Inc. 


Is XeroX copying equipment easy to operate? 

Yes. Three simple steps: exposure, dry proc- 
essing, and dry transfer. Within a few minutes 
anyone can learn the operation. No original is 
too hard to handle. There are no critical expo- 
sures or temperatures; therefore, waste of mate- 
rials from wrong exposures is negligible—al- 
most impossible. 


How about quality? 

Superb. Often it’s hard to tell copies from the 
original. That’s why many office-service and en- 
gineering-reproduction departments use XeroX 
copying equipment exclusively for the prepara- 
tion daily of hundreds of offset paper masters. 


Can a copy ever be better than the original? 


Yes. Copies of dog-eared and cracked engi- 
neering drawings, carbons of bills of lading often 
look far better than the originals when the 
masters are prepared by xerography. 


What about costs? 

Costs are surprisingly low. There are many 
reasons: xerographic materials cost only a few 
pennies per master. No special offset paper mas- 
ters are required and none are wasted. Opera- 
tor’s time is lower because there are no critical 
adjustments for exposures. The more you need 
offset paper masters, the more you’ll save by 
xerography over any other method. 

Equipment available on low monthly rental, 
purchase, or metered cost per copy plan. de- 
signed especially for low volume users. 


No wet chemicals? 
None whatever. No peel-apart either. And, of 


course, there’s no changing of chemicals—no 
“KP” for an office girl at today’s higher salaries. 


How about length of runs? 

You get much longer runs from masters pre- 
pared by xerography. Because of their durabil- 
ity, xerographic images do not break down from 
wet chemicals, thus last ionger, and produce 
much lengthier runs—5,000 and 10,000 copies 
are not uncommon. 


Do masters have to be ‘“‘hardened”’ after prepara- 
tion by xerography? 

No. They are ready immediately for the du- 
plicator and, unlike photographically prepared 
masters, they don’t require remoistening to pre- 
vent fill-in if the machine stops during the run. 


Any need of a darkroom? 
None. XeroX copying equipment is operated 
in full roomlight. 


Will XeroX copying equipment make other types 
of duplicating masters? 

Yes, xerography is the world’s most versatile 
copying process. XeroX copying equipment al- 
so prepares translucencies for diazo-type dupli- 
cators, spirit masters for spirit duplicators, and 
metallic masters for ofiset duplicators. 


Who uses xerography? 

Most of the best known companies in Ameri- 
ca and Canada—and nearly all government 
agencies where duplicating is required. 


Where can | find out more about xerography and 
offset duplicating? 

Write today for our XeroX copying equip- 
ment brochure. It shows you how to speed pa- 
perwork duplicating and save thousands of dol- 
lars yearly by xerography. Haloid Xerox Inc., 
61-2X Haloid St., Rochester 3, N. Y. Branch 
offices in principal U. S. and Canadian cities. 
Overseas: Rank-Xerox “td., London. 


HALOID 
XER O Xx 





Retiring Governor LUTHER H. 
HODGES (left) and New Governor 
TERRY SANFORD here symbolize the 
orderly transition of leadership which 
is traditional in a state where good 
government is a habit. Able leadership 
by the Governor is always a major 
reason why North Carolina continues 
to lead the Southeast in business and 
industrial growth. 

Governor Terry Sanford, businessman, 
attorney, former State Senator and 


dynamic young leader knows North 
Carolina and her people. His background 
and attitude toward business qualify 
him to continue North Carolina’s climate 
of growth for expanding industry and 
business. In North Carolina opportunity 
continues unlimited. 

You are invited to communicate 
in confidence with Governor Terry 
Sanford, Chairman of the Board of 
Conservation and Development, Raleigh. 
North Carolina. 
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Thanks to a huge flow of capital to London last year, much of it from 
this country, Britain ended up 1960 with a gain of $495-million in its gold 
and dollar reserves. 


During the year Britain also managed to put almost $400-million into 
cleaning its slate with the International Monetary Fund—and, in the process, 
helped relieve the drain on U.S. gold. 


Behind these British figures lies an important new factor in interna- 
tional economic relations—the movement of short-term capital in response 
to interest rate levels here and in Western Europe. It was the move- 
ment of short-term capital out of the U.S. last year, when our interest 
rates dropped, that offset this country’s handsome export surplus and pro- 
duced another huge payments deficit. Britain, with high interest rates, 
was at the other end of the stick. 


The whole business goes back to the end of 1958 when the main Euro- 
pean currencies became convertible. Soon after that, private capital began 
moving freely from one money center to another. 


To realize the importance of short-term capital movements to London, 
just look at Britain’s deficit in 1960 on current trade (goods and services). 
Although the final figures aren’t available yet, it’s a safe bet that London 
went into the red on current account by over $600-million. Then there 
must have been some deficit on long-term capital, even after allowing 
for the Ford Motor Co.’s $365-million transfer. Yet Britain still gained 
almost $1-billion that went either into reserves or to the IMF. 


A look back at the British picture in 1959 also is revealing. That year 
London had a current surplus of $390-million but lost almost as much 
from its reserves. This was largely due to an outflow of capital in the 
second half of the year, when British interest rates were low. 


The new Administration will give a high priority to disarmament plan- 
ning, policy, and strategy. Pres.-elect Kennedy believes that thoroughly 
prepared proposals for arms control will force the Soviets to fish or cut bait. 


The appointment of John J. McCloy as director of an expanded U.S. 
disarmament agency shows how seriously Kennedy takes disarmament. 
McCloy, who has just retired as Chairman of the Chase Manhattan Bank, 
was a high official in the Roosevelt and Truman Administrations, and at 
one time head of the World Bank. Note, too, that McCloy will be working 
in tandem on disarmament with Paul H. Nitze, new Assistant Secy. of 
Defense for International Affairs, one of Kennedy’s most trusted advisers. 


McCloy has been given a completely free hand to review U.S. disarma- 
ment policy from scratch, throw out old proposals, put in new ones, suggest 
modifications in past U.S. positions. His instructions are, in effect: to find 
a way to control nuclear weapons if it can be done, to make sure that if 
it can’t be done it is not through any fault of the U.S. 


The Development Loan Fund is challenging the Export-Import Bank 
and World Bank in the volume of its lending for economic development 
abroad. In 1960, the DLF loaned almost $950-million. 
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Next week the DLF will sign a $129.6-million loan agreement to cover 
half the financing of an integrated steel plant to be built on Turkey’s Black 
Sea coast. The plant will be constructed and owned by a consortium of U. S. 
and Turkish private companies. 


There is every indication that the DLF’s operations will be enlarged 
under the Kennedy Administration. Although Kennedy’s appointees may 
have some new ideas on the fund’s operation, you can expect them to stick 
with the basic principles that apply today. Certainly, the DLF will continue 
to link U. S. companies with its loans wherever possible. 


The climax of the French-Algerian drama is at hand. There is little 
doubt that 1961 will see the birth of an independent Algeria. 


The results of Pres. de Gaulle’s Algerian referendum, due this weekend, 
basically won’t affect this prospect. The referendum, though, will determine 
whether an independent Algeria somehow will be associated with France 
or whether it will be an ultranationalist state that will open the Western 
Mediterranean to Soviet power. 


De Gaulle’s own fate depends on the success of the referendum. With 
a substantial majority in France (say 70%) and even a narrow majority in 
Algeria, de Gaulle should be able to reach a compromise with the National 
Liberation Front (FLN). An outright defeat in the referendum would put 
de Gaulle—and France—in a hopeless situation. A general war across 
North Africa would then be possible. 


Note the conference of African leaders being held in Morocco this 
week at the invitation of King Mohammed V. The leading figures: Pres. 
Nasser of the United Arab Republic; Ferhat Abbas, leader of the Algerian 
rebel government, and Ghana’s Prime Minister Nkrumah. Pres. Bourguiba, 
of Tunisia, who has long been working for a French-Algerian compromise, 
was noticeably absent. 


The ayowed purpose of the Morocco meeting was to support the FLN’s 
demand for complete independence, back Patrice Lumumba in the Congo, 
and protest against the latest French nuclear explosion in the Sahara. But, 
behind the scenes, there’s sure to have been talk of Moscow’s influence in 
North Africa and of the pros and cons of going all the way over to the 
Soviet side. 


There is a striking contrast between Red China’s role in Laos (page 21) 
and its efforts to patch up relations with Burma. 


This week Chinese Premier Chou En-lai (with an entourage of 400) was 
in Rangoon attending Burma’s independence celebration. While visiting 
the Burmese capital Chou is putting the finishing touches on a border agree- 
ment and negotiating for large quantities of Burmese rice, as well. Red 
China’s farm land was severely hit last summer by a combination of drought 
and typhoons—“natural adversities without precedent in the past 100 years,” 
according to official Chinese broadcasts. 


Burma’s top leaders figure they have no chance but to court Red China’s 
favor. Neutralist Premier U Nu and anti-Communist Gen. Ne Win agree 
on this. Both believe that Red China has started its drive to push the U.S. 
out of Southeast Asia and that Burma might as well come to terms with 


Peking now. 
Contents copyrighted under the general copyright on the Jan. 7, 1961, issue—Business Week, 330 W. 42nd St., New York, N. Y. 
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Interdisciplinary sciences: Special sessions focused on need for closer 
coordination between different scientific fields. Here, Thomas Park of 
University of Chicago, president-elect of American Assn. for Advance- 
ment of Science, chairs meeting on the "Moving Frontiers of Science.” 
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Need: More Teamwork in Science 


Scientific research today, grown 
complex and ranging far beyond what 
was orthodox only a few vears ago, is 
no longer a job for one man or even 
for several men who are all trained in 
the same branch of science. 

This was the point of emphasis in 
this year’s annual meeting of the Ameri- 
can Assn. for the Advancement of Sci- 
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ence, which brought more than 7,100 
scientists to meetings in New York 
(drawings on these and following pages). 
Speakers noted the Communist chal- 
lenge to America’s scientific lead, and 
called for teamwork to meet it—not only 
among men but among the various sci- 
entific disciplines. 

¢ Across Lines—The biggest problems 


facing scientists today demand an un- 
derstanding of more than one science, 
speakers agreed. Occasionally, by luck, 
one man happens to know enough in 
these fields to find the key to a puzzle. 
But far more often it takes the com- 
bined effort of a team of experts from 
several fields of the physical and social 
sciences to resolve the more. complex 
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Bionics: Harvard’s George Wald describes 
Astronautics: Martin Co.’s Robert ]. Wil- the molecular basis of vision in this new. 
son explains how nuclear power can be used field linking physics and biology. 
as auxiliary power source in space craft. 





Foreign research: Theodore H. E. Chen Physics: Princeton’s Lyman 
of the University of Southern California - Spitzer, Jr. leads symposium on 
says science and politics are considered the thecretical nature of plasma, 
inseparable in Communist China today. the ‘ourth state of matter. 
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Over 7,100 registrants at the 127th meeting 
of the AAAS, held last week in New York, 
made it the association's largest gatherin £. 
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At the Exposition of Science and Indus- 
try, visitors listened to exhibitors... 
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problems encountered. in research today, 

Given unlimited: time, scientific spe- 
cialists might be able to work out prob- 
lems by themselves. But, as_ several 
speakers pointed out, they don’t have 
unlimited time. Only by coordinating 
scientific fields more effectively, AAAS 
delegates were told, can the U.S. keep 
its program of basic research ahead of 
that in Russia or even Red China. 

Both by instinct and by training, an 
American scientist is an individualist. 
He doesn’t take easily to this sort of 
team effort. Yet the papers presented 
at the AAAS meetings noted case after 
case where only a cooperative effort can 
solve a problem: 

e In theoretica! piiysics, the knowl- 
edge of the astronomer is needed in 
helping to determine the basic nature 
of plasma, the fourth state of mat- 
ter. And only then can engineers put 
the information to use in the space ef- 
fort and the harnessing of fusion energy. 

e In biology, the physicist must 
continue to work closely with doctors 
who are preparing equipment in which 
men can safely explore space. 

¢ In biochemistry, the physicist’s 
latest theories about the atom must 
be known by those who are searching 
for new methods to control disease. 

¢ In geology, organic chemists are 
being asked more and more to con- 
tribute to the problems in such projects 





. Saw demonstrations of latest technical 
developments in medicine and other fields. 
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as Mohole, the plan to drill a hole 
through the earth’s crust to determine 
the consistency of the globe’s inner 
layers. 

¢ Time Running Out—Scientists agree 
that the U.S. still has a respectable lead 
over the Communist world in basic re- 
search. But two days of reports on 
Communist China’s technical, scien- 
tific, and social revolution contained a 
grim warning. 

Leo A. Orleans, senior research an- 
alyst at the Library of Congress, called 
attention to college enrollment figures 
for Communist China—up from 440,- 
000 to 660,000 students in 1958 alone. 
In the past 10 years, the number of 
medical students graduated in Chit « 
has risen almost nine times. 

As far as U.S. investigators can de- 
termine, most of the best Chinese sci- 
entific effort is still in applied science, 
rather than basic research. However, 
one striking exception points up the pos- 
sibilities if China can ever fully mobilize 
the scientific talents of 25% of the 
world’s people. There’s every reason 
to expect, according to a blue-ribbon 
panel of U.S. experts, that China is 
already close to exploding its first atom 
bomb. 

In fields such as zoology and geology, 
the Chinese Communists are making 
notable advances, too. By 1962, accord- 
ing to Dr. Tien-Hsi Chang, professor 





The growing library of scien- 
tific literature drew some... 


ee eee 
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of zoology at Penn State University, the 
development of new pesticides in Chi- 
nese laboratories will stamp out locusts, 
for centuries one of the country’s most 
destructive pests. In genetics, the Chi- 
nese Reds appear still to be clinging to 
Soviet Russian theories. But in geology, 
research—though still in its infancy—is 
moving ahead fast. 

Many new and large mineral deposits 
have been discovered on the mainland 
as a result of recent geological surveys. 
The molybdenum reserve in Communist 
China is now rated as number one in 
the world. The mineral is a vital in- 
gredient of special steels for tools, boiler 
plates, propeller shafts, and is used in 
the manufacture of electrical contacts, 
spark plugs, X-rav tubes, filaments and 
screens, and grids for radio tubes. 


|. Fuller Information 


This kind of news, however unpleas- 
ant it may be, should not be bottled up 
by scientists when it so greatly affects 
the security of the U.S. Dr. Chauncey 
D. Leake, president and next chairman 
of the AAAS board, said that in such 
cases the American public must be in- 
formed by reputable scientists as quickly 
and as fully as possible. 

“We will henceforth take hot sub- 
jects and things of immediate interest to 
the public,” he said. “Knowledge is es- 
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...endless corridor conversations 
and me bates ptt others. 


wiaditive. 


sential in 
policy decisions upon which our welfare 
depends.’ 

In line with this policy, AAAS is set- 
ting up speakers’ panels in major cities 
and wuiversity centers, probably to op- 
erate under a committee on public un- 


reaching the appropriate 


derstanding, headed by Dr. Warten 
Weaver of the Alfred P. Sloan Founda- 
tio. 

e Military Secrets—According to Leake, 
the U.S. government could make a 
great contribution to the free world’s 
flow of important scientific information 
if it would release many of its reports 
now Classified as secret. Many of these 
reports, he says, have dubious military 
significance. 

Their release would spur scientific 
activity throughout the world, providing 
key information for many a researcher 
who is struggling with some seemingly 
insignificant problem in an equally ob- 
scure laboratory. All nations would get 
the bereSt of the information, but 
Leake is sure that the greatest advantage 
would be gained by the U.S. and its al- 
lies, whose scientists have proved their 


ability to assimilate such information 
and utilize it before the Com- 
munists 

¢ Don’t Lean on Europe—Dr. Fred- 


erick Dretz, head of the physics depart- 
ment at the University of Illinois, 
warned U.S. can 


scientists that they 
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There was a larger than usual 
representation of 
young scientists and engineers. 


no longer lean on European scientists 
for basic scientific research they feel 
they have no time to do. In fact, said 
Dietz—who is just back from 18 months 
as science adviser to NATO—something 
should be done by the U.S. government 
to spur basic science in Europe. 

The U.S., Dietz estimates, is spend- 
ing one-tenth of 1% of its national 
budget in support of basic science, but 
Britain is the only other NATO coun- 
try that provides as much support as 
this. France lags markedly behind Brit- 
ain, yet is ahead of most other NATO 
members. 


ll. Bright Spots 


Not all scientific work in the free 
world is cheerless, of course. Well-or- 
ganized research efforts have already 
produced much and promise more: 

In biology, scientists are on the 
verge of discovering how bacteria can 
survive at temperatures from —20F to 
250K and to revive after years of dry 
dormancy. As well as theoretical value, 
this finding would have great practical 
use, such as in preventing bacterial 
spoilage of food by controlling its en- 
vironment. The secret appears to lie in 
a concentration of essential enzymes, 
according to H. Orin Halvorson, direc- 
tor of the University of Tlinois School 
of Life Science. 

In chemistry, fresh information on 
how anti-tumor agents work gives hope, 
sooner or later, of developing chemical 
drugs to control some types of cancer. 
Among the first types of cancer to be 
included in this group should be leuke- 
mia and lung cancer. 

In physics, progress in new methods 
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of converting heat energy to electrical 
energy should begin paying off on a 
major scale. Under the sponsorship of 
the Atomic Energy Commission, for ex- 
ample, Martin Co. has developed a 
family of auxiliary power systems that 
draw heat from the decay of various 
radioisotopes and convert it directly to 
electricity by thermoelectric or ther- 
mionic methods (BW —Apr.9’60,p55). 

As recently as a year ago, such power 
systems were considered of marginal 
value except for a few uses in space. 
The first Martin unit called Snap-3, for 
example, could produce only 2.8 watts 
of power for 90 days; now, a scant year 
later, Martin engineers are talking of 
an auxiliary power unit to produce up 
to 100 watts for about six months. This 
unit, which will get its thermal energy 
from the decay of curium-242, will 
weigh 77 Ib. 


Ill. Space Science 


The field of astronautics is one of 
the best current examples of how a 
scientific frontier can advance rapidly 
when it receives the close attention of 
researchers in varied - branches of 
research. 

For example, AAAS delegates heard 
Dr. S. Fred Singer of the University 
of Maryland expound his theory that 
there may be a ring of dust particles, 
600 to 1,000 mi. above the earth’s 
surface, that acts as a kind of giant 
lightning rod. This cloud of particles, 
Singer thinks, periodically rids the Van 
Allen radiation belts of much of their 
deadly concentration of protons and 
electrons. 

Until now, astronomers have thought 
that the level of radiation in the Van 
Allen belts (named for their discoverer, 
Dr. James A. Van Allen of the State 
University of Iowa) could be reduced 
by nothing less than the power of a 
huge solar flare. When a solar flare 
occurs, the theory goes, a stream of 
electrons pouring out from the sun’s 
surface produces a strong magnetic field 
that disturbs the carth’s own mag- 
netism, allowing the radiation in the 
Van Allen belts to escape. 
¢ Dust Shield Possible—If it proves 
that dust, too, can take the radiation 
sting out of the Van Allen belts, 
astronautic scientists would have the 
first manmade method of insuring radi- 
ation-free flights for men into and 
out of the earth’s atmosphere. They 
could use dust as a shield for manned 
space vehicles at these stages of such 
flights. 

Use of a cloud of dust as a shield 
would reduce the amount of built-in 
shielding that is now considered neces- 
sary in manned space craft. It would 
also ease the problem of reentry navi- 
gation. 

Radiation in the Van Allen belts is 





much heavier over the Equator than 
over the poles. So scientists have had to 
think in terms of using the polar areas 
as funnels through which a manned 
space ship must pass both in leaving the 
atmosphere and—an even more delicate 
problem of navigation—in reentering it. 
If the dust shield serves to defang the 
Van Allen belts, the firings and the 
reentries can ignore this problem. 

¢ No Martians—Ten years ago, a seri- 
ous paper to such an august body as the 
AAAS on the subject of human life on 
other planets would have been un- 
thinkable. Today, with manned ex- 
ploration of space just a few vears off, 
there is widespread interest in the latest 
theories on such subjects. 

This vear, AAAS delegates listened 
earnestly to Dr. Philip Abelson, director 
of the Geophysical Laboratory in Wash- 
ington. His conclusion: “Mars is too 
dry; Venus is too hot; and the moon 
exists in a vacuum.” 

Thus although Soviet astronomers 
are still predicting, on the basis of spec- 
tral analysis, that some form of organic 
life exists on Mars, Abelson’s judgment 
isa Hat “ne. 

To enable U.S. scientists to get a 
clearer look at the planets before send- 
ing a rocket to them, there is now a 
plan to launch, next summer, a satellite 
carrying a telescope, though. Dr. Mar- 
tin Schwarzchild of Princeton Univer- 
sity said such a satellite, in orbit around 
the earth beyond the earth’s atmosphere, 
might very well reveal unsuspected con- 
ditions on the nearer planets, such as 
Mars and Venus. 





After six days of 
hard-working -conferences, 


the delegates headed for home. 
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New Issues-1 


Amount of Tax-Exempt 
Issue 
$ 70,000,000 ALABAMA EDUCATION AUTHORITY} 
Var. Rates Rev. Bonds (2 issues) 
4,137,000 ALEXANDRIA, VA. 
Var. Rates Bonds 
40.000,000 CHICAGO BD. OF EDUCATION, ILL.; 
344% & 312% Bonds (2 issues) 
9,515,000 CINCINNATI, OHIO 
Var. Rates Bonds 
19,200,000 DADE COUNTY, FLA. 
4.70% Port Auth. Rev. Bonds 
14,525,000 DETROIT, MICH.} (4 issues) 
Var. Rates Bonds & Rev. Bonds 
10,000,000 DETROIT SCHOOL DISTRICT, MICH.j 
Var. Rates Bonds 
30,000,000 EAST BAY MUNICIPAL UTILITY DIST., 
CALIF. Var. Rates Bonds 
25,500,000 EUGENE, OREGON} 
Var. Rates Rev. Bonds 
7,770,000 FLORIDA STATE BOARD OF EDUCATION 
Var. Rates Rev. Bonds 
8,000,000 KANSAS CITY, KAN. 
Var. Rates Rev. Bonds 
4,750,000 LEXINGTON, KY.{ 
Var. Rates Rev. Bonds 
3,950,000 MAINE, STATE OF; 
2.90% Bonds 
32,500,000 MARYLAND STATE ROADS COMMIS. 
SION? Var. Rates Rev. Bonds (2 issues) 
50,000,000 MICHIGAN, STATE OF; 
Var. Rates Rev. Bonds (2 issues) 
21,896,000 MICHIGAN SCHOOL DISTRICTS 
Var. Rates Bonds (17 issues) 
17,177,000 MILWAUKEE COUNTY, WIS.t 
Var. Rates Bonds (3 issues) 
7,000,000 MINNEAPOLIS-ST. PAUL METRO. AIR- 
PORT COMM. MINN.{ Var. Rates Bonds 
4,000,000 NASHVILLE, TENN. 
Var. Rates Rev. Bonds 
6,200,000 NEW ORLEANS, LA. 
Var. Rates Rev. Bonds 
220,000,000 NEW YORK STATE POWER AUTH.}{ 
Var. Rates Rev. Bonds (2 issues) 
52,096,400 NEW YORK SCHOOL DISTRICTS 
Var. Rates Bonds (25 issues) 
4,500,000 NIAGARA COUNTY, N. Y. 
3% Bonds 
11,221,000 ig oe yr BAY & BABYLON S/D NO. 22, 
- Y¥.¢t 4.20% & 44% Bonds (2 issues) 
64,345,000 pte Morven bo PA.t 
Var. Rates Bonds (2 issues) 
41,282,000 PENNSYLVANIA STATE PUBLIC SCHOOL 
BLDG. AUTH. Var. Rates Bonds (2 issues) 
4,900,000 PIMA COUNTY SCHOOL DISTS. ARIZ.} 
Var. Rates Bonds 
55,000,000 PORT CF NEW YORK AUTHORITY} 
Var. Rates Rev. Bonds (2 issues) 
5,000,000 PUERTO RICO, CAPITAL OF 
Var. Rates Bonds 
6,000,000 SACRAMENTO, CALIF. 
Var. Rates Rev. Bonds 
30,000,000 SACRAMENTO MUNICIPAL UTIL. DIST. 
CALIF.{ Var. Rates Rev. Bonds 
5,000,000 SAN DIEGO COUNTY, CALIF. 
Var. Rates Bonds 
7,000,000 SAN DIEGO COUNTY WATER AUTH- 
ORITY CALIF.}{ Var. Rates Bonds 
12,435,000 ST. LOUIS, MO.;{ 
Var. Rates Bonds 
5,200,000 UNIVERSITY OF ILLINOIS, BD. OF 
TRUSTEES Var. Rates Rev. Bonds 
13,662,000 VERMONT, STATE OF{ 
2.70% Bonds 
34,000,000 WASHINGTON, STATE OF} 
Var. Rates Rev. Bonds 
4,625,000 WEST ALLIS, WIS.; 
Var. Rates Bonds 
5,700,000 WEST HAVEN SCHOOL DIST. CONN.}{ 
344% Bonds 
8,500,000 WHITE PLAINS SCHOOL DIST. N. Y.t 
344% Bonds 


133,285,340 ADDITIONAL TAX-EXEMPT BONDS 
(108 issues) 





HALSEY, STUART & CO. 
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Purchased and Offered by Halsey, Stuart & Co. Inc. alone or with associates* 








Amount of Corpora te Underwriting 
Issue Interest 
$25,000,000 BALTIMORE GAS AND ELECTRIC COMPANY 
First Ref. Mtge. Bonds, 4% % Series due 1980. $11,200,000 
14,000,000 CENTRAL ILLINOIS LIGHT COMPANY 
First Mtge. Bonds, 4% % Series due 1990 . 3,700,000 
25,000,000 CHESAPEAKE AND POTOMAC TELEPHONE COM. 
PANY OF WEST VIRGINIA 40 Year 5% Debs. Due 2000 6,800,000 
125,000,000 CONSOLIDATED EDISON COMPANY OF NEW YORK, 
INC. First & Ref. Mtge. Bonds, 434% Series R due 1990 . 6,750,000 
First & Ref. Mtge. Bonds, 5% Series S due 1990} . 9,250,000 
35,000,000 CONSUMERS POWER COMPANY 
First Mtge. Bonds, 444% Series due 1990. . . 7,000,000 
25,000,000 DAYTON POWER AND LIGHT COMPANY 
First Mtge. Bonds, 544% Series Due 1990 10,500,000 
25,000,000 FLORIDA POWER CORPORATION 
First Mtge. Bonds, 434% Series due 1990 7,900,000 
8,880,000 GREAT NORTHERN RAILWAY 
Equip. Trusts of 1960, 5% & 4% % Ctfs. Due 1960-75 . 4,230,000 
50,000,000 ILLINOIS BELL TELEPHONE COMPANY 
First Mtge. 4% % Bonds, Series G Due 1997 . 13,650,000 
7,755,000 ILLINOIS CENTRAL EQUIPMENT TRUSTS 
3 Series, Var. Rates Ctfs. Due 1960-75 . . 3,255,000 
12,000,000 INDIANAPOLIS POWER & LIGHT COMPANY 
First Mtge. Bonds, 4% % Series, due 1990 . . 5,650,000 
10,000,000 LACLEDE GAS COMPANY 
First Mtge. Bonds, 4% % Series due 1985 4 1,500,000 
7,755,000 LOUISVILLE AND NASHVILLE RAILROAD 
Equip. Trust, Series Z, 444% Ctfs. Due 1962-76 2,055,000 
35,000,000 MICHIGAN BELL heresae: aged a 
36 Year 45% % Debentures Due 19 6,200,000 
60,000,000 MIDWESTERN GAS TRANSMISSION COMPANY} _ 
First Mtge. Pipe Line Bonds, 534% Series due 1980 . 4,113,000 
7,950,000 MISSOURI PACIFIC RAILROAD 
Equip. Trusts, Series N, 5% & 414% Ctfs. Due 1961-75 . 2,400,000 
40,000,000 MOUNTAIN STATES TELEPHONE AND TELEGRAPH 
COMPANY 40 Year 5% Debentures, Due 2000 . 6,600,000 
25,000,000 NATURAL GAS PIPELINE COMPANY OF AMERICA} 
First Mtge. Pipeline Bonds, 5% Series due 1980 . ; 2,062,000 
15,000,000 NEW BRUNSWICK, PROVINCE OF (CANADA)t 
54%% Twenty-Five Year Debentures, Due 1985 . . 2,100,000 
60,000,000 NEW YORK TELEPHONE COMPANY 
Refunding Mtge. 454% Bonds, Series L, Due 1997 . 17,400,000 
15,000,000 NORTHERN INDIANA PUBLIC SERVICE COMPANY 
First Mtge. Bonds, Series K, 442%, Due 1990. . . 3,150,000 
35,000,000 NORTHERN STATES POWER itp 
First Mtge. Bonds, Series due 1990 8,200,000 
45,000,000 NORTHWESTERN BELL TELEPTAOeS COMPANY 
38 Year 44% Debentures, Due 1998 10,850,000 
10,000,000 NOVA SCOTIA, PROVINCE OF (CANADA)t 
54%% Twenty Year Debentures, Due 1980 . . 2,600,000 
60,000,000 PACIFIC GAS AND ELECTRIC COMPANY t+ 
First & Ref. Mtge. Bonds, Series FF, 444% Due 1992. . 5,100,000 
72,000,000 PACIFIC TELEPHONE AND TELEGRAPH COMPANY 
33 Year 54% Debentures, Due 1993 . . . 8,300,000 
9,720,000 sag ees AIR LINE RAILROAD 
Equip. Trusts, Series T & U, 454% % & 44%% Ctfs. Due 1961-75 3,420,000 
100,000,000 SOUTHWESTERN BELL TELEPHONE COMPANY 
35 Year 4% % Debentures, Due 1995 23,600,000 
25,000,000 TAMPA ELECTRIC COMPANY 
First Mtge. Bonds, 5% Series due 1990. . . . . . 4,850,000 
12,000,000 TEXAS ELECTRIC SERVICE COMPANY 
544% Sinking Fund Debentures Due 1985 . 2,500,000 
60,000,000 UNITED GAS CORPORATION 
First it Mtge. & Coll. Trust Bonds, 5% Series due 1980 & 
5% % Sinking Fund Debentures due 1980 . 11,050,000 
18,500,000 ADDITIONAL PUBLIC UTILITY BONDS (4 issues) 10,950,000 
21,435,000 ADDITIONAL vn op emt TRUST CERTIFICATES 
(5 issues) 3 9,885,000 
Descriptive circulars or prospectuses, where available, and current quotati will be supplied for 


any of these securities upon request. 


*To December 14,1960 | Issue beaded jointly by Halsey, Stuart & Co. Inc. and others. All other issues were beaded 
by Halsey. Stuart & Co. Inc. alone. Not included in these compilations are issues in which Halsey, Stuart & Co. Inc. 
participated only as a member of an account, 


Send For Year-End Bond Survey and Helpful Tax Chart 


Concise survey of 1960 bond market and outlook for 
1961, and tax chart to help you determine the value of 
tax exemption in your income bracket. Write without 
obligation for folders BJ-61 
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Facing S-P’s Profit Problems 


Studebaker-Packard’s new 
president—a non-auto man— 
will try to bolster declining sales 
of the Lark at the same time he 
looks for merger chances. 


Sherwood H. Egbert, Studebaker- 
Packard Corp.’s surprise choice for 
president and chief executive (BW— 
Dec.31’60,p28) is walking into a job few 
executives would envy. 

His immediate problems are drooping 
sales, down 35% from 1959, and an 
acquisition program dragging so much 
that it isn’t using up S-P’s backlog of 
tax credits. Some $15-million of these 
credits expired unused this week. Added 
to these miseries are squabbles in the 
board of directors over his election, and 
over ways to solve company problems. 

E:gbert’s election was a surprise to the 
auto industry and to most S-P execu- 
tives on two counts. First, he was never 
included in the rumored list of possi- 
bilities, and second, he has no experi- 
ence in the auto industry. Egbert, who 
is 40 vears old, is currently executive 
vice-president of McCulloch Corp., a 
Los Angeles maker of chain saws and 
outboard motors. 

The search for a new chief executive 
started last July when it became obvious 
that Big Three compact cars were cut- 
ting into sales of Studebaker-Packard’s 
Lark. These topped 160,000 in 1959, 
and were mainly responsible for the 
company’s $28-million profit—the first 
since it was founded by the merger 
of Studebaker and Packard in 1954. 
Clearly another crisis in the company’s 
rocky history was at hand. 
¢ Ups and Downs—S-P’s fortunes have 
been going up and down, mostly down, 
since World War II. The then-sep- 
arate Studebaker and Packard companies 
enjoyed a short period of profit during 
the postwar sellers’ market. Then, when 
the good days were over, the two rela- 
tively small companies merged to try 
to preserve some share of the market. 

But things kept getting worse, and 
by 1956, S-P seemed on the verge of 
going broke. Then at the last minute, 
Curtiss-Wright Corp. and its then- 
president, Roy T. Hurley, stepped in 
with a $25-million advance on leases for 
plants and an offer of management ad- 
vice. Hurley shrunk the company to 
manageable size. He also is given much 
of the credit for pointing the company 
in the direction of small cars. 

Almost immediately, however, the 
downhill slide started again. Within 
two years, the $25-million was gone, 
stockholders equity was down to prac- 


68 Management 


SHERWOOD H. EGBERT will try to get 
Studebaker-Packard Corp. back on the road. 


tically nothing, and S-P couldn’t meet 
payments to 20 banks and three insur- 
ance companies. Curtiss-Wright pro- 
vided another $2-million, took title to 
the plants it had leased, then severed 
its connection with S-P. The directors 
reorganized the company, worked out 
agreements with major creditors that 
gave them stock in place of much of the 
existing debt and hoped for a miracle. 
The miracle happened. The Lark hit 
the market ahead of the Big Three’s 
compacts, and sales spurted through the 
latter part of 1958 and during most of 
1959. But this year, compacts rolled 
off Detroit production lines and S-P’s 
bubble burst. Once more, the directors 
hunted for someone to turn the tide, 
and Egbert was the choice. 
¢ Egbert’s Job—When Egbert takes 
over officially Feb. 1, he will face two 
main jobs: rebuilding sales of the Lark, 
and using the company’s remaining 
$94-million tax credits in a stepped-up 
acquisition program. But by selecting 
Egbert, a production and sales special- 
ist, instead of a skilled merger negoti- 
ator, the board indicated that it intends 
to continue concentrating on autos. 
Prospects for the Lark seem dim, ac- 
cording to most auto industry observers. 
The main reason—besides the competi- 
tion—is the weakness of S-P’s dealer or- 
ganization. Of the 2,360 dealers, down 
from 2,500 at the beginning of 1960, 
about a quarter are also franchised for 
other makes. 
¢ Remedies—A program to help Egbert 
meet this situation is already under way. 
Last month, L. E. Minkel, S-P vice- 
president of marketing, announced that 
he was reorganizing the dealer organiza- 
tion and was signing up stronger dealer 
representatives in key markets. Most 





S-P directors and executives expect this 
year to show a lot of red ink, but by 
1962, they hope to get back into the 
black with a redesigned Lark. Reports 
out of S-P headquarters in South Bend 
indicate the company has resumed or- 
dering tooling for the 1962 model. 

On the acquisition front, S-P is in a 
better position with about $40-million 
in the bank and $94-million of its tax 
loss credit left. In this area, Egbert is 
expected to be slightly more liberal in 
his approach than the company’s policy 
has been, according to Clarence Francis, 
S-P chairman. That is, he will probably 
not try to stay completely in heavy ma- 
chinery and allied fields. But there will 
be no swing to the wide-open acquisition 
policy that was pushed by A. M. Sonna- 
bend, who was brought in as a director 
and consultant on acquisitions in 1958 
on the strength of his record at Botany 
Industries, Inc., and Hotel Corp. of 
America. A vear later when the Lark 
started to sell, the board swung away 
from his approach and he left the acqui- 
sition committee. Last week he resigned 
as a director and consultant. 

e The Odds—Opinions on Egbert’s 
chances of working Studebaker out of 
its current crisis depend on which 
board member you talk to. Francis, who 
came out of retirement, after a career 
as president and chairman of General 
Foods Corp., to become chairman of 
S-P (BW-—Sep.10’60,p28), thinks Egbert 
is just the right man for the job. But 
there is dissent that may haunt Egbert. 

For his part, Sonnabend says that 
the company is headed for permanent 
hard times. He feels the tax credit 
was the one thing that could have 
saved §-P and it has been wasted. 

On the other hand, D. Roy Hall, the 
company’s biggest stockholder, who also 
wanted Egbert’s job, says: “He [Egbert] 
may be a good manager, but what this 
company needs is a man who isn’t de- 
pendent on his salary and is willing to 
fight for the stockholders’ angle.” 

Hall resents the fact that Wall Street 
bankers have a strong voice on the 
board. “They just don’t have enough 
teal business experience,” he says. He 


predicts a proxy fight is a strong possi- 


bility. 

Egbert undoubtedly has a rough if not 
impossible job ahead in trying to find 
a stable, profitable niche for his com- 
pany. One Detroit executive sums up 
most of the feeling in the other com- 
panies: “I don’t think S-P has much of 
a future as an automotive company,” 
he says, “but then you could have said 
the same thing about American Motors 
before George Romney went on the 
compact car bit.” END 
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New Way to Make a Chair: 








Chemicals that form polyure- 
thane foam are injected into 
mold that holds steel framework 
of chair. Foam fills mold and 
adheres to frame. Then fabric is 
glued on. The finished product 
is shown at right. 










Mass-Producing Fine Furniture 


A new line of five chairs that’s about 
to go on sale may mark the beginning 
of an important trend toward putting 
the manufacture of upholstered furni- 
ture on a mass-production basis. 

The new chairs, made by Karpen 
Furniture, a division of Schnadig Corp.., 
are the first completely molded, steel- 
framed upholstered furniture to be 
readied for production, Karpen be- 
lieves. They are made of polyurethane 
foam, one of the newest plastic raw 
materials and the main rival of foam 
rubber, formed around a tubular steel 
framework. Until now, it hasn’t been 
feasible to mold foam to shape on such 
a large-scale for making furniture. But 
Karpen and General Tire & Rubber 
Co. have developed a process that 
molds the foam around the framework 
to make an entire chair body in a single 
quick step. 
¢ Old Methods—In order to turn out 
high-quality upholstered furniture in 
the broadest range of styles, manufac- 
turers have had to stick to the old tra- 
ditional technology, building sets of 
springs into a wooden framework, pad- 
ding it with cotton or tufted horsehair, 
stitching g muslin cover around it, then 
hand sewing and tacking on the final 
upholstery fabric. This is a slow and 
expensive process, mostly accomplished 
by costly hand labor. 

On the other hand, most of the foam 
rubber and plastic foam (such as poly- 
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urethane, styrene, vinyl) presently used 
in quality furniture goes into seat and 
back cushions that are laid on wooden 
frames to make up a chair or sofa. In 
some cases, small molded foam parts; 
like arm rests, are attached, too. The 
cushions and foam sections are easily 
and rapidly produced—by straight for- 
ward molding methods and by cutting 
the cushions from long strips of foam. 
Then fabric is sewn around the pieces. 
But there are problems of severe limi- 
tation here, too. The manufacturer can 
work only with a comparatively narrow 
range of designs, and even though he 
can make the cushions very fast, the 
frame still is mostly hand-crafted, con- 
sequently creating a production bottle- 
neck. 

¢ New Method—The Karpen-General 
Tire production method gets around 
these problems this way: In its Chicago 
headquarters, Karpen fabricates a steel 
framework for a given chair design and 
ships it to General Tire’s plant in 
Marion, Ind., where General Tire has 
built a mold cavity to fit that design. 
Technicians at General Tire position 
the framework in the mold, and inject 
the chemicals that combine to form 
polyurethane. When these materials— 
liquid polyether, isocyanate, a catalyst, 
and a blowing agent like that used in 
aerosol cans—come together, they begin 
to foam violently. The foam fills the 
mold and sets right around the frame- 


work. The casting is then removed and 
sent back to Karpen. 

All that’s left for Karpen to do now 

is to glue fabric to the foam body for 
upholstery, and screw on a set of legs— 
and the chair is ready for market. It’s 
a fast mass-production setup, involving 
little hand craftsmanship. Yet, since 
steel frameworks and molds can be 
made in most any shape, the design pos- 
sibilities are unlimited. 
e Advantages—Karpen and General 
Tire claim a number of advantages for 
the end product itself—durability, light 
weight, flame resistance. And, since the 
entire chair is padded with foam, there 
are no points of resistance, and thus 
little wear from abrasion. 

Karpen says that the prices of its new 
line, which will be in retail stores in 
two or three months, haven’t been set 
yet. However, the company is planning 
to keep the price comparable to its 
other lines of furniture. Schnadig holds 
an exclusive patent for this production 
process, and doesn’t plan to license any- 
one else at the present time. But the 
process undoubtedly will get widespread 
use if these new chairs go over big with 
consumers. And since the high price 
of furniture largely stems from the cost 
of labor, the new process will lower 
production overhead and eventually re- 
tail prices for upholstered furniture, in 
even the most contemporary curvilinear 
styles. END 


New Products 69 








LABOR 





Blazing a Trail 
In Fact Finding 


For seven years as Secretary of La- 
bor, James P. Mitchell urged closer 
cooperation and more consultation by 
management and labor—away from con- 
tract negotiating rooms—to resolve mu- 
tual problems peacefully. Mitchell 
warned that increasingly complex is- 
sues defy solution in the tension and 
tempers of today’s bargaining. 

Now Mitchell has been designated by 
Pres. Eisenhower to guide a possibly 
critical one-year test of the theory he 
advanced as Secretary of Labor:. that 
employers and unions can find ways to 
settle some of their toughest problems 
if pressures are eased and there is “ad- 
visory’”” help from impartial fact-finders. 
¢ A Key to Future?—The test, in the 
railroad industry, could have far-reach- 
ing consequences. As head of a Presi- 
dential fact-finding commission, Mitch- 
ell will try to resolve the decades-old 
controversy between major carriers and 
the operating brotherhoods on work 
rules and practices. If their differences 
can be reconciled, then rules questions 
in steel and other industries may be 
submitted—voluntarily or otherwise—to 
some similar procedure. 

Pres.-elect John F. Kennedy and Ar- 
thur J. Goldberg, designated to succeed 
Mitchell as Labor Secretary, are com- 
mitted to ideas of labor-management- 
public commissions or councils to guide 
the Administration in achieving eco- 
nomic growth and full employment— 
and to help, when needed, in major 
labor disputes involving the public in- 
terest. 

There is talk, too, of Taft-Hartley Act 
changes that would strengthen the 
President’s position in “national emer- 
gency” disputes—such as the steel dis- 
pute of 1959—by giving him a choice 
of courses to take, including fact finding. 

Under these circumstances, the dis- 
pute-settling experiment in the railroad 
industry could be a preview of the 
future. 
¢ A Challenge—To Mitchell, the com- 
mission represents “a wiser use of the 
labor-management relationship in meet- 
ing the problems of an evolving domes- 
tic economy.” The challenge he faces 
—it’s a serious one, he says—is to make 
it work successfully where years of bar- 
gaining led only to deadlocks. 

Mitchell is optimistic. And, for the 
first time, spokesmen for the carriers 
and railroad brotherhoods see “‘possibili- 
ties” that their longstanding differences 
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ADVISORY fact-finder for rail industry is 
new post James Mitchell will assume when 
he steps down as Labor Secretary. 


can be narrowed if not cleared away en- 
tirely. This is a marked change from 
the adamant positions they maintained 
in the contract negotiations in 1960. 

¢ Background—The carriers warned in 
1959 that revisions of “antiquated” 
rules must be negotiated; just as firmly, 
the brotherhoods denounced the roads’ 
efforts to “weaken” contracts and said 
that changes in basic rules would be 
resisted. 

Even before the first contract talks be- 
gan, the opposed parties appeared 
headed—inevitably—toward _ stalemate 
and a possible critical strike that would 
tie up the country’s rail transportation. 

The tension was eased somewhat 
when wages were separated from work 
rules in bargaining. After hard negotia- 
tions, the carriers and brotherhoods set- 
tled on a basis of a 4% wage increase 
pattern recommended by a Presidential 
emergency board named under the Rail- 


way Labor Act (BW-—Jun.11’60,p79). ° 


The squeeze of the $200-million a 
vear in added costs madé the roads even 
more determined to “eliminate the 
enormous waste resulting from outdated 
and unrcalistic rules and practices.” 


¢ “Featherbedding’—To the carriers, 
the brotherhoods’ insistence on continu- 
ing the rules in contracts was a protec- 
tion of “featherbedding.” The unions 
retorted angrily. The argument flared in 
advertising and publicity handouts. 

With trouble threatening, Mitchell 
began working quietly—behind scenes— 
to bring a rapprochement of carriers and 
brotherhoods. He felt that direct bar- 
gaining on the rules unquestionably 
would be the preferred way toward a 
settlement—but not necessarily the effec- 
tive way. Pressures were too strong. 
Time was a limiting factor. And, it was 
obvious, positions of the parties were 
frozen too rigidly. | 

So the Labor Secretary worked to- 
ward a study commission, maneuvering 
adroitly with White House support. 
The parties, continuing face to face 
talks, were mildly interested from the 
start, but only in a study or fact finding 
that would mect the precise require- 
ments of one side or the other. 
¢ Defusing a Bomb—The impasse 
threatened to explode into a ‘transporta- 
tion tie-up late in 1960. But Mitchell 
successfully defused the bomb. The 
Labor Secretary warned that an “emer- 
gency” strike on the railroads would 
lead to demands for compulsory arbitra- 
tion or other new, more rigid bargaining 
restraints. 

This had been a nagging worry in 
the rail bargaining. It took time and 
further persuasion, but the carriers and 
brotherhoods agreed in mid-October to 
submit their dispute to a 15-man study 
commission. 
¢ Fact Finding—The agreement pro- 
vided that (1) a'l issues would be sub- 
mitted to the commission of five rep- 
resentatives each of management, labor, 
and the public; (2) it would begin work 
on or before Jan. 15 and report back to 
the parties in no more than 1] months; 
and (3) its recommendations would be 
advisory—not binding. 

The carriers and brotherhoods desig- 
nated top-level committees, and, early 
last month, sent a joint letter to Pres. 
Eisenhower urging the designation of 
Mitchell as a public member and chair- 
man of the study commission. 

The study agreement was brought 
about, they said, through “the brilliant 
personal effort” of the Secretary of 
Labor and “no one person [would be] 
better equipped to guide the helm in 
this tremendous undertaking.” 

The commission met late this week 
to begin preliminary work. 

Serving with Mitchell as public mem- 
bers are John T. Dunlop, Harvard pro- 
fessor of economics who chaired a 
second fact-finding board in the 1960 
rail bargaining; Charles A. Myers of the 
Massachusetts Institute of Technology; 
Francis J. Robertson, attorney and ar- 
bitrator, and Russell A. Smith, an ar- 
bitrator. END 
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Labor Maps Legislative Goals 


@ AFL-CIO executive council holds special meeting 


in Washington to put federation’s program on the record. 


@ On priority list are: aid to depressed areas, 


higher minimum wage; aid for housing, schools, roads. 


@ Later on, labor wants new Administration to 


revise Landrum-Griffin, cut work week, act on civil rights. 


Organized labor moved ahead of 
schedule this week to place its broad 
legislative program on the record ofh- 
cially—not because it has any strong 
doubts about the new 87th Congress 
and the incoming Administration of 
John F. Kennedy but to “get the fed- 
eration on record in case there is some 
disagreement later on.” 

AFL-CIO Pres. George Meany put 
aside normal practices of the 29-man 
executive council by calling a special 
one-day session in Washington to discuss 
legislative matters. Ordinarily, these 
would have been left for the council’s 
mid-winter meeting in Miami Beach. 
They will be on the agenda there, for 
more detailed consideration, but Meany 
and his advisers decided against wait- 
ing until late February to make AFL- 
CIO’s position known—firmly—on _pri- 
ority issues. 

This does not necessarily mean that 
the federation leadership looks for dis- 
agreements with the Kennedy Admin- 
istration or the new Congress (page 17). 
It is optimistic now. It believes that 
the Kennedy forces and labor’s high 
command are in virtually unanimous 
agreement on what should be done 
early in Congress. 
¢ Realistic Approach—But AFL-CIO 
leaders are political realists. ‘They recog- 
nize that no legislative program is as- 
sured until it has been enacted by Sen- 
ate and House and signed by the Presi- 
dent. So the federation wants its off- 
cial views clear beyond any doubt. 

The words “official views” are im- 
portant in AFL-CIO thinking. Not all 
labor leaders are wholly enthusiastic 
about prospects in the new Administra- 
tion. Some are impatient over what 
they feel to be too temperate remarks 
by Kennedy, especially on civil rights. 

One reason behind the move by 
Meany for a special council meeting 
was his determination to ward off open 
sniping at the Kennedy program as 
it is shaping now. He doesn’t want any- 
thing to get in the way of adjustments 
that will have to be made later. 

The incoming Democratic regime 
and AFL-CIO appear in complete har- 
mony, short-range, but they are sharply 
split over long-range programs for pub- 
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lic spending, public works, and plans 
for overcoming “resistance forces’ in 
Congress—to labor, the Southern Demo- 
crats and Republicans, in coalition. 

AFL-CIO liaison representatives be- 
lieve the long-range differences can be 
worked out, in time. Meanwhile, ofh- 
cial policy will emphasize the similari- 
ties in the labor and Administration 
programs—ignore the difference. 

The special council meeting this 
week was intended to make that clear 
to everyone. 


|. Labor’s New Role 


During the eight years ot the Eisen- 
hower Administration, AFL-CIO ad- 
vanced legislative proposals regularly— 
but futilely. The last few years, labor’s 
program was pressed more for an oppor- 
tunity to take potshots at the Admin- 
istration than with hopes of support. 

The meeting in Washington this 
week was held under entirely differ- 
ent circumstances. The AFL-CIO high 
command gathered as a political “in” 
instead of an impotent “out.” 
¢ Emphasis on Recession—It concen- 
trated its attention on two specific areas: 

¢ An AFL-CIO report on the re- 
cession in the national economy, with 
its rising count of unemployed—likely 
to climb above 6-million next month, 
according to estimates by AFL-CIO 
economist Stanley Ruttenberg. 

¢ A legislative package of “econ- 
omy lifters’” to “put America back to 
work.” 

In urging “vigorous, imaginative ef- 
forts” on a priority basis, AFL-CIO is 
putting its political power on trial. The 
labor officials believe they were a cru- 
cial factor—if not the determining fac- 
tor—in the narrow Kennedy victory. 
Now, AFL-CIO is asking for these re- 
wards for its help: 

¢ A bill to aid depressed areas, pat- 
terned after the recommendations of 
Kennedy’s economic task force, to pro- 
vide nearly $400-million in federal loans 
and grants to bring new industry into 
chronically blighted coal areas of West 
Virginia and Pennsylvania, the textile 
“ghost towns” in New England, and 
other economically hard-hit regions. 


« A federal minimum wage bill to 
hike the present $1 minimum to $1.25 
and to bring some 4-million retail and 
service workers under the law. 

e A “situs picketing” bill, designed 
specifically for the AFL-CIO craft 
unions who want the Taft-Hartley Act 
amended ‘o permit them to picket an 
entire construction project. Now, they 
are limited to picketing against the sin- 
gle contractor with whom they have a 
dispute. 

¢ A broad series of economic meas- 
ures for housing, school construction, 
and highway building, and other meas- 
ures to bolster the economy and provide 
jobs for union members. 

In this program, AFL-CIO is point- 
edly pitting its new persuasiveness 
against any reluctant voices in the in- 
coming Administration. Union leaders 
have expressed particular concern at the 
stand taken by Sen. William Fulbright 
(D-Ark.), who cautioned against any 
immediate zction on a federal minimum 
wage bill that particularly would hit 
those industries already hurt by imports 
produced by low-wage foreign labor. 


ll. The Long-Range Outlook 


What thie AFL-CIO leadership really 
wants from the Kennedy Administra- 
tion—eventually—is an overhaul of the 
Landrum-Griffin reform law and a leg- 
islated cutback in the 40-hour work 
week. Kennedy already has indicated 
some reluctance on these. 

The AFL-CIO was badly stung by 
Landrum-Gniffin, which, in effect, gives 
the government the right to intervene 
in internal union affairs. The AFL-CIO 
feels it has earned the right to police 
its own affairs by virtue of its own rec- 
ord in fighting racketeers in the unions. 
¢ Specific Differences—On the shorter 
work week, Kennedy already has dif- 
fered with such union leaders as David 
J McDonald, president of the United 
Steelworkers, who says that Congress 
should legislate a 30- or 32-hour week to 
provide more jobs. 

Within the AFL-CIO, there are im- 
patient civil rights forces who feel the 
President-elect should move quickly by 
executive action and not wait for Con- 
gress to come up with a broad civil 
rights bill. This stand is being pro- 
moted, mainly, by A. Philip Randolph, 
president of the Sleeping Car Porters 
and a member of the AFL-CIO execu- 
tive council. 

On these and other long-range issues 
that involve differences of views, AFL- 
CIO Pres. Meany urged his council 
members to bide their time—to get the 
Kennedy Administration and organized 
labor off on the right foot. eno 
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In Labor 


Rail Labor Union Chiefs Oppose 
Further Mergers in the Industry 


Railroad labor will oppose further mergers in the rail- 
road industry until the present “dangerous” trend is 
fully investigated, the Railway Labor Executives’ Assn. 
announced last week. The organization of 23 brother- 
hoods and unions contends that: 

* Mergers would result in a decline of competition 
and “a resultant growth of monopoly.” 

¢ Further consolidations would impair the indus- 
try’s ability to handle greater traffic predicted for years 
ahead, in an expanding economy. 

¢ Meanwhile, they would have “numerous adverse 
effects upon the industry, hundreds of communities 
throughout the nation, and the national economy. 

Behind RLEA opposition to mergers is a growing 
fear of rail job losses. The industry’s employment is now 
down to the lowest level since 1900, about 500,000 under 
what it was in 1951. The labor organization estimates 
that 370,000 of the 785,000 currently employed railroad 
workers are employed on “lines which have already pro- 
posed consolidation.” 


Another Upward Nudge in C-of-L 
Jacks Wages for 225,000 Workers 


Wages of 225,000 workers, most of them in the meat 
packing industry, went up 2¢ an hour this week as a 
result of a new record high Consumer Price Index: 
127.4% of average 1947-49 prices in mid-November. The 
c-of-l index for the previous month was 127.3% (BW— 
Dec.3’60,p62). 

In addition to 160,000 packinghouse workers, substan- 
tial numbers of workers in aircraft and missile plants 
received 2¢ raises, and 10,000 metal workers got 3¢. 

The latest rise in the government’s CPI will strengthen 
union resistance to employer proposals to eliminate cost- 
of-living clauses in 1961 bargeising. The record for the 
past year shows that the CPI rose in every month of 
1960 except one, August, when the index was unchanged 
from July. 


Company-Aided Savings Plan 


Is Successful in Its Initial Year 


Some 18,861 Swift & Co. employees, most of them 
salaried, saved more than $3.1-million in 1960 under a 
“savings and security” plan sponsored by the meatpacker. 
Swift contributed more than $1.1-million—or 50¢ for 
every dollar saved to a company limit of $1.20 a week. 

The Amalgamated Meat Cutters & Butcher Work- 
men and the United Packinghouse Workers rejected the 
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savings plan, in effect for a year. The independent 
National Brotherhood of Packinghouse Workers, in 
seven Swift plants, agreed to it; 6.902 of its members 
(86% of those eligible) are participating. 

Of about 15,000 salaried employees eligible, 13,036 
or 89% are saving regularly under the plan. 

The hourly wage employees’ own money is inv ested in 
government Series E. bonds: two-thirds of them also di- 
macbed the investment of Swift’s contribution in Series 
E. bonds. The other one-third asked for Swift stock. 

The salaried group showed more interest in the com- 


pany shares. 
e oe . 


IAM Reports Last Decade Has Seen 
Dramatic Rise in Negotiated Benefits 


Ten times as many of its contracts provide group re- 
tirement or pension plans today as 10 vears ago, the 
International Assn. of Machinists reported recently. 
Five times as many provide group hospitalization. 

Comparing contracts negotiated during the first six 
months of 1950 with those negotiated during the same 
period .this year, [AM said: 

¢ 4% had retirement or pension plans 10 years ago, 
40% today. 

¢ 17% had hospitalization and medical service 10 
years ago, 86% today. 

° 79% had paid holidays 10 years ago, 98% today. 

° 74% had shift differentials 10 years ago, 82% 
today. 

° 67% had a union shop 10 years ago, 75% today. 

In wages, average hourly rates rose from $1.77 to $2.93 
for a journeyman machinist; $1.95 to $3.18 for a tool 
and die maker; $1.30 to $2.18 for a machinist’s helper; 
and $1.73 to $2.78 for an auto mechanic. 


U.S. Steel and Union Explore Ways 
To Boost Operations and Employment 


How do you raise the steel industry’s operating rate 
without new orders? ‘That’s the problem over which 
United Steelworkers’ Pres. David J. McDonald and ex- 
ecutive officers of major steel] companies were fencing 
this weck. 

McDonald and his aides agreed to meet with U.S. 
Steel’s executive vice-president, R. Conrad Cooper, in 
Washington Thursday to discuss what can be done to 
restore operations and raise employment in the mills. 
McDonald, as always, had wanted the industry's top men 
to meet with him. They sidestepped. 

The industry’s contracts with USW set up a joint 
Human Relations Research Committee, for the past 11 
months hardly more than a paper organization. Com- 
pany officials said the problems cited by McDonald were 
a natural for this committee. 

The USW president wants the industry to embrace 
the union’s “Invest in America” program—which pro- 
vides for extension of unemployment compensation bene- 
fits, a $1.25 minimum wage, a 32-hour work week set 
by law, a $390-million depressed areas bill, and other 
pump-priming measurcs. 
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Mutual Funds Eye Big New Market 


They are trying to do business with the retirement 
trusts, especially with small companies establishing profit-shar- 
ing plans that stress long-term investment. 


In its single-minded pursuit of the 
investor, the mutual fund industry is 
astir these days with a bid to tap the 
potential lush market of retirement 
trusts. 

There is about $50-billion accumu- 
lated in retirement trusts and welfare 
funds, most of it well out of the grasp 
of mutual funds. Insurance companies 
and banks, bigger and more command- 
ing competitors, have taken the lion’s 
share of the funds in pension and profit- 
sharing plans, because their managers 
prefer more conservative investments 
that offer a guarantee of return; banks 
and insurance companies also can han- 
dle big trust business more cheaply. In 
fact, as an outlet for retirement trusts, 
the mutuals now account for $200 
million at best—most of it in profit-shar- 
ing business from small companies—say, 
those with 250 employees or so. 
¢ A Pittance—Measured in terms of the 
industry’s $19-billion assets, this figure 
is a pittance. For individual funds, 
retirement trust business normally ac- 
counts for less than 1% of total assets, 
less than 10% of institutional sales. 

Yet, while retirement trusts may 
never employ mutual fund shares to 
iny sizable extent, some fund spon- 
sors are convinced the potential is enor- 
mous—particularly in profit-sharing 
plans among smaller companies, whose 
resources are limited, and which have 
to buy their investment diversification 
ready-made. 

For these accounts, some fund men 
insist that, over the long haul, they can 
outperform most bank trusts. And they 
say that this advantage in investment 
performance—which is hard to prove, 
since banks don’t reveal their trust 
fund performances—offsets any greater 
costs incurred by the company in pur- 
chasing fund shaies. 
¢ New Package Plans—That’s why, over 
the past year or so, at least four fund 
sponsors—Calvin Bullock, Ltd., Broad 
Street Sales Corp., Hare’s Ltd., and 
Dreyfus Corp.—have come out with new 
package plans aimed at wooing profit- 
sharing business from small companies. 
Still others say they’re working on new 
ways to implement their sales efforts. 

Specifically, most of the new packages 
ire model profit-sharing plans—complete 
with all the trust and tax documents 
necessary for installing a profit-sharing 
trust. These “canned” versions, how- 
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ever, can be modified by the company, 
either by employing its own consultants 
or by employing actuarial consultants, 
who have set up working arrangements 
with some of the top funds. 

Bullock’s, for example, has a tie-in 

with Alexander & Alexander, Inc.; 
Broad Street is linked to Corporate Pro- 
grams, Inc.; Hare’s has a tie with How- 
ard E. Nyhart Co. The consulting firms 
also stand ready to set up pension funds 
for the companies. 
* Model Program—The new programs 
actually take their example from older 
plans, such as ones drafted by Vance, 
Sanders & Co., Inc., and Putnam Fund 
Distributors, Inc. Putnam, for example, 
joined hands three years ago with R. P. 
Burroughs of Manchester, N. H. to offer 
a package program. 

For designing and installing a profit- 
sharing plan, Burroughs charges $450. 
Burroughs also will administer the plan 
for a $250 annual fee, plus $2.50 per 
employee up to 100 employees. 

The new plans differ only slightly in 
detail and approach. Some impose 
higher fees for drafting a plan; others 
leave fee setting to the consultants. 
Some are aimed strictly at getting profit- 
sharing business; others leave room for 
setting up a pension fund. 

In return for these services, of course, 
there is an open—or tacit—agreement 
in most programs that the companies 
will invest a certain percentage of their 
funds in the mutual’s shares. Putnam, 
for example, calls for the trust to in- 
vest a minimum of 50% of the fund’s 
first $100,000, and $25,000 of the bal- 
ance in either of two Putnam funds. 
¢ Uncertain Impact—It is too early to 
predict whether the funds’ new push 
will have any impact; the fact that only 
about a dozen funds have any formal 
setup to attract such business is indi- 
cation enough for restraint. Aside from 
the stiff competition, the funds, by their 
nature, have to deal through securities 
salesmen, most of whom are ill-equipped 
to handle the legal and tax implications 
of anything but the simplest profit- 
sharing plan. (An exception is the 
Keystone Co. of Boston, which deals 
through life insurance agents.) 

But the funds have generated close to 
$100-million worth of new business of 
this type in the last year alone, and 
there are some things on their side. 

One is the new acceptance of equity 


investments by trust managers, as a 
means of protecting against erosion of 
the dollar and of increasing yield—and 
thus benefits. 

Another is the tremendous growth 
and evolution of profit-sharing itself, 
which fits the basic philosophy of the 
mutual fund industry—the investment 
of funds for the long pull. 
¢ Deferred Sharing—The most signifi- 
cant thing about profit-sharing’s growth 
in the postwar era, from the funds’ 
view, at least, has been the shift toward 
deferred profit-sharing. 

In the 1940s, the typical profit-shar- 
ing plan called for “current distribu- 
tion’”’—that is, the share of company 
profits carned by employees in any one 
year was distributed to them in cash 
that year. 

But the typical plan being installed 
today is deferred profit-sharing—that is, 
payment is deferred until termination 
of employment. The theory here is 
that retirement income, in a security- 
conscious age, has become a more im- 
portant factor than current wage sup- 
plements in holding a labor force. 

-rior to 1940, only 6% of new retire- 
ment plans were based on deferred 
profit-sharing, according to a 1960 study 
by the National Industrial Conference 
Board. By 1960, 45% of retirement 
plans approved were of the deferrred 
profit-sharing type. 

This shift to deferred profit-sharing, 
and its stress on long-term investment, 
fits the long-range investment policies 
of many funds. As one fund man says: 
“Now we can show trusts what we can 
do over a long cycle.” 
¢ Small Companies—The mutuals also 
find deferred profit-sharing attractive 
because it appeals chiefly to smaller 
corporations. That’s because, unlike 
big companies with stable earnings, 
many small companies can’t afford a 
fixed retirement benefit program, called 
for by a pension fund. So profit-shar- 
ing offers a way out. 

Since they are small, the companies 

usually haven’t developed strong rela- 
t.onships with commercial banks, which 
night expect to handle any retirement 
trust business. So the funds have a 
chance to compete for the business. 
* Tax Benefits—In drawing a bead on 
smaller corporations, though, the mu- 
tual funds may be overlooking what 
could be even bigger game—big compa- 
nies that zre installing profit-sharing as 
a supplement to pension plans, or ones 
that are just looking to invest a portion 
of their retirement trusts more favor- 
ibly. 

Atlas Powder Co. of Wilmington, 
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with roughly 3,500 employees and 
gross sales in 1959 of over $70-million, 
is a fine example of a company that 
found itself in just that position—and 
chose a mutual fund as the outlet for 
the cash in its profit-sharing plan. 

When Atlas decided three years ago 
to supplement its existing pension fund 
with a profit-sharing plan a big factor 
was the tax benefits involved: 

¢ Contributions made by employ- 
ers are tax-deductible, up to 15% of 
total payroll. 

e Money invested in the trusts can 
be accumulated tax-free; investment in- 
come and realized profits are tax-ex- 
empt 

¢ The employee gets a_tax-shel- 
tered source of estate accumulation. 
He incurs no tax until his benefit is dis- 
bursed. 

Once the benefit is disbursed, an em- 
ployee has a choice: He can take it in 
a lump sum, and pay a capital gains tax. 
Or he can elect to take it in install- 
ments. In the latter case it is taxed as 
ordinary income; but if he is retired, he 
will presumably be in a lower tax 
bracket, and if he is over 65, he will 
have a double exemption. 
¢ Bank vs. Funds—After narrowing its 
choice down to bank trusts or mutual 
funds, Atlas investigated the net invest- 
ment results of all the trusts and funds 
it could; some banks, adhering to strict 
tule, declined to reveal the investment 
performances of their trusts. 

The company rejected all the banks 
it looked at. For one thing, it didn’t 
like the way the banks handled their 
commingled trust funds—all tastes had 
to be suited. But more than that, Joseph 
Rhodes, manager of operations research 
at Atlas, says the mutual fund it eventu- 
ally chose had a better performance 
than any of the banks cxamined. 
Rhodes admits that the cost of buying 
fund shares—even at a quantity discount 
—boosted the fund’s costs over the 
banks. But, he says, the net investment 
results more than offset the initial costs 
involved. 

In selecting the fund it did, Atlas 
started out with several criteria, which 
coffer some yardsticks for a company to 
follow. The company looked for a fund 
whose assets exceeded $100-million. It 
pieferred a fund that was in business for 
10 years, and had a certain dividend 
continuity and a consistent record of 
combined growth in income and appre- 
ciation. It also looked for management 
quality among the fund’s officers. 
¢ Happy Choice—Atlas now has over 
$1-million invested in the fund’s shares, 
and in the two and a half years the trust 
has been in operation, its funds have 
appreciated 45%. That employees can 
follow this trend, through quarterly and 
annual fund reports and through daily 
quoting of fund share prices in many 
newspapers, is also pleasing. 
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Box Score on the 1960 Stock Market 


The 10 issues that went up most in 


PERCENTAGE GAIN 


Chock Full O’ Nuts........ 135% 
RES Et hi eee ae 135 
8s aXe ac ard cee tales ee 128 
MONOD eo Sora a Ke 8 ace ere: Sere 121 
Decca Records ........... 118 
Crowell-Collier .......... 101 
| ae ee ae i 
a Nn Ses a we oe 94 
Universal Pictures ........ 94 
Minute Maid ............ 93 


POINTS GAINED 


Intl. Bus. Machines.......... $155 
Procter & Gamble .......... 47 
I ats tye 2 oa 6 low Bd 45 
Amer. Mach. & Foundry...... 38 
CUINIIE | gi os x was od oe oe 38 
Hershey Chocolate ......... 37 
Addressograph-Multigraph ... 35 
ES Be eee 34 
Reynolds Tobacco .......... 33 
Ee Peer Foe 30 


The 10 issues that went down the most in 


PERCENTAGE LOSS 


Studebaker-Packard ...... 68% 
ey Rear nie omer 60 
Capital Airlines ......... 58 
TE NE oe ose 0 Se Res 55 
RES ON iis. <n vin wel cect 55 
po. a a 55 
Colo. Fuel &lron.......... 55 
Nat. Theatres & TV....... 53 
Checker Motors .......... 53 
Chicago Yellow Cab...... 53 


Data: Harold Clayton, Hemphill, Noyes & Co. 


T stock market closed out 1960 last 
week with a traditional last minute 
flurry. On Dec. 30, trading soared to 
5.3-million shares, the highest in a vear, 
and at the 3:30° p.m. closing bell, the 
New York Stock Exchange’s high speed 
ticker was eight minutes behind floor 
transactions. 

Yet, for all this activity, there was 
little change in the popular stock aver- 
ages. The Dow-Jones industrials closed 
the day at 615.89, down a mere .30 for 
the day. At that figure, the Dow was 
63 points below its 1959 yearend level. 

In that perspective, the market de- 
cline in 1960 was not a great one. And, 
as the table shows, even while most 
stocks on the NYSE were slumping, 
others were making handsome gains. 
Shares of six companies more than 
doubled; many others did nearly as 
well. 
¢ Specialties-The big difference, 
though, between the 1960 winners and 
losers and those of earlier periods was 
the predominance of so-called “‘spe- 
cialty” companies—companies that move 
more because of internal reasons than 
because of the general trend of their in- 
dustry. 

In 1958 and 1959, when the market 
was rising, blue chips gained a much 
bigger share of the honors. But last year 
investors sought out cempanies whose 
earnings looked immune to the profits 
squeeze that troubled industry gener- 
ally. Companies whose projected profits 
encouraged investors were bid to fancy 
prices. 


POINTS LOST 


Superior Oil of Cal....... SUR 
ee eee 97 
Rn ae ere ae 77 
Youngstown Sheet & Tube.... 44 
RO EE 0 sda psa esa eck & AA 44 
0 ROSA are eer rite: 3 

NNER 555i. eiatusind divekies 36 
Re Ts de oi taca aleve 6 om 36 
Texas & Pacific Ry........... 34 
LEI EEE OE 30 


NAF Corp., for example, which first 
gained attention when it bought the 
No. 1 small boat producer, Chris-Craft 
Corp., closed the year at $31, up 128% 
from a year ago—but less than half its 
1960 high, a fact that shows that some 
of the specialties can be vulnerable, 
too. 

Similarly, big gains were made by 
Lionel Corp., as it diversified out of its 
traditional toy line into missiles and 
electronics, and-hired the former Army 
missile boss, Maj. Gen. John B. Me- 
daris, as its chief executive; by Decca 
Records, Inc., helped by big purchases 
of its stock by its own subsidiary, Uni- 
versal Pictures Co., Inc.; and by Minute 
Maid Corp., shooting up as its long- 
rumored merger with the Coca-Cola Co. 
took shape. 

Consumer-oriented companies, such 
as Chock Full O’ Nuts Corp. and E. J. 
Korvette, Inc., a discount chain, also 
were in favor, as their earnings outpaced 
Wall Street expectations. 
¢ Special Problems—Quite apart from 
the recession, the biggest losers suffered 
from their own special problems. Not 
that cyclical stock groups weren’t hit 
hard, too—all but one of the poorest 
acting stock groups, the airlines, were in 
the cyclical category. (The other five 
were the rubbers, steels, autos, alumi- 
nums, and copper.) Studebaker-Pack- 
ard Corp., J. I. Case Co., and Capital 
Airlines, Inc.—each plagued by man- 
agement and financial problems—all lost 
about two-thirds of their stock market 
values during the year. END 
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Wall St. Talks... 


. . . about possible new 
SEC head, rise in Franklin 
National Bank stock and drop 
in Mead Johnson. 


Rumors that Louis Loss, a professor 
at the Harvard Law School, may be ap- 
pointed to head the Securities & Ex- 
change Commission drew applause on 
Wall Street. Loss, now 46, spent 15 
years on the SEC staff, and is the author 
of a “classic” handbook on SEC pro- 
cedure and co-author of a detailed study 
of “blue sky” laws. 


Brokers attribute the 64 point rise in 
Franklin National Bank—to $32—not 
only to recommendations by two serv- 
ices and a big increase in earnings, but 
also to speculation that the decision in 
Franklin’s court test of the New York 
Omnibus Banking Law, to be an- 
nounced soon, will favor the bank. 
Bankers maintain, however, that if such 
a favorable decision is handed down, it 
might be based solely on existing tech- 
nicalities of the law that might be 
changed by the state legislature. And 
one bank specialist says that an unfavor- 
able decision might be more advantage- 
ous to Franklin’s stock price in the long 
run because it would force the bank to 
take new steps to expand. 


The 94-point drop in Mead Johnson 
& Co. last Tuesday is attributed to 
Standard & Poor’s change of heart 
about the company. A big booster of 
Mead Johnson, S&P now looks for a 
sag in earnings for the company in the 
last quarter of 1960 and expects the dip 
to carrv over into 1961. This results 
from new competition for Metrecal 
—and lower prices for Metrecal to 
meet that competition. This amber light 
sent the stock down to $132. The stock 
had reached a high of $164 in 1960. 


Auto men think it’s ironic that Sher- 
wood H. Egbert, now in the saddle at 
Studebaker-Packard Corp. (page 68), 
will have to learn the auto business from 
Harold Churchill, former S-P president, 
and A. J. Porta, vice-president. These 
two S-P directors originally were against 
the choice of Egbert, but they abstained 
when the final vote was taken. 


Some Federal Reserve officials think 
another cut in the discount rate is in 
order. They argue that such a move, 
even if it might lead to lower short- 
term rates, would not accelerate the 
gold outflow, and could bring on a low- 
ering of long-term rates, which thev 
feel would spur the business recovery. 
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THE WORLD'S MOST FABULOUS RESORT ESTATE... 





Winter rendezvous for ‘“Who’s Who” 


Play golf to your heart’s content on Boca’s 18-hole championship golf 
course, located right on the premises. Sam Snead is your pro. In addition 
our guests enjoy deep sea fishing, tennis, polo, archery, croquet, badmin- 
ton, water-skiing, shuffleboard, bowling-on-the-green and a host of other 
sports. Two pools and Cabana Club with a mile-long ocean beach. Superb 
cuisine, dancing and entertainment nightly. Air conditioned throughout. 


For a color brochure and reservations write R. Q. Leggett, Manager, 
Dept. 17B, or see your travel agent 


WOCEE 
HOTEL and CLUB 
BOCA RATON, FLORIDA 





An Arvida Hotel, a subsidiary of Arvida Corporation 
National Representatives: Robert F. Warner, Incorporated 


New York e« Chicago * Washington *« Boston « Toronto 





The Markets 





In the Markets 


Stock Market Shakes Off the Hangover 
That Beset It as the Year Began 


The stock market entered the new year with a decided 
hangover. The Dow-Jones industrial average dropped 
five points to 610, and a broad list of stocks declined 
under the weight of profit-taking, as investors nailed 
down profits for 1961—just in case the market turns sour 
later in the year. 

But stocks rebounded 11 points on Wednesday and 
the consensus on Wall Street is that prices will now 
resume their gradual climb. Since their Octoter lows, 
stocks, as measured by the Dow, have climbed almost 
50 points. And last week, for- the first time in quite 
awhile, there was strong bidding for steel and rail shares— 
cyclical stocks that stand to benefit from an upturn in 
business. 

But brokers report that investors are still cautious. 
There is strong demand for many utility companies, 
which are increasing their earnings—and which might, 
like AT&T, increase their dividends. Utility stocks, in 
fact, closed out 1960 at a 30-year high. 


The market for U.S. government bonds also opened 
the new year with a sharp one-day drop—long-term bonds 
dropped as much as half a point in fairly heavy trading. 
However, the decline failed to spread to the corporate 
and municipal bond markets, and dealers do not feel 
tliat a general downtrend in bond prices is in the imme- 
diate offing. On the contrary, they expect prices to 
remain strong at least through the end of the first quarter. 
Thereafter, they say, as the size of the deficit that the 
federal government will run during fiscal 1962 becomes 
clearer, bond prices are likely to turn lower. 


Big Control Struggle May Materialize 
As Glen Alden Seeks Endicott Johnson Stock 


The first big control struggle of 1961 looms as a result 
of an offer made by Albert List’s Glen Alden Corp. to 
purchase shares of Endicott Johnson Corp., the second 
largest U.S. shoe manufacturer. 

List invited tenders of any quantity of Endicott John- 
son shares at $30.50 a share, up to midnight, Jan. 7, a 
deadline extended to Jan. 13 at the request of the New 
York Stock Exchange. (The stock has moved up above 
$31 on the threat of a proxy battle.) Endicott Johnson 
will show a substantial loss for 1960, and List believes 
he can “pull the company out of its sliding position.” 

But Endicott Johnson officials term the offer a “blitz 
campaign aimed at acquiring a block of stock at a 
ridiculously low price.” They cite the fact that the com- 
pany has asset value of about $70 a share, of which $45 
is net working capital, and they say the offer is an 
attempt to take advantage of a period of depressed 
carnings. 
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However, one director, J. M. Kaplan, who controlled 
the largest single block of Endicott Johnson stock, has 
already broken ranks. He sold Glen Alden 60,000 shares— 
or 7% of Endicott Johnson’s outstanding common. 

Wall Street, for the moment, doubts that List will 
undertake a proxy battle with the Johnson family, which, 
together with its associates, controls a substantial block of 
stock. For one thing, some brokers are puzzled why 
Glen Alden, with its large cash reserves and _tax-loss 
carry forwards, is going after a company having trouble 
with its earnings, or why it has given stockholders such 
a short time to act. 


Darvas Wins Victory in Court Battle 
Over Book on His Stock Market Coups 


Nicolas Darvas, the night-club dancer who won na- 
tional attention with his book How I Made $2-Million 
in the Stock Market, has won a signal victory over New 
York State Attorney General Louis J. Lefkowitz. Brand- 
ing the book as “unqualifiedly false,” Lefkowitz had 
sought a court order for the author and his publisher 
to open their books for a state investigation. 

A state court flatly rejected this demand and called 
Lefkowitz’s move “an unwarranted invasion of the free 
press in violation of the Fourteenth Amendment.” 
Darvas now is seeking a court judgment to force Lefko- 
witz to end his attack. In France, where he is now living, 
Darvas also has filed a $5-million criminal libel suit. 


NYSE Announces New Quote-Making Circuit 
And Scantlin Electronics Shares Jump 


The New York Stock Exchange, which recently 
warned listed companies to make «‘prompt” disclosure 
oi information that might affect their, stock prices (BW— 
Dec.31’60,p94), let its own foot slip last week. The re- 
sult: a sharp run-up—and then fall—in the price of Scant- 
lin Electronics, Inc., traded over-the-counter. 

On Dec. 29, NYSE announced plans to offcr its mem- 
ber brokers—starting Feb. 1—a new nationwide leased 
circuit for the distribution of bid and asked quotations 
for listed stocks. Initially, the service will be available 
in seven major cities. 

NYSE said the circuit utilizes a device called “Quo- 
tron” (BW-—Jul.2’60,p86). Quotron is manufactured 
only by Scantlin, and the impact on its stock was sub- 
stantial. The stock rose to $41, compared to $27 just 
five days earlier—and an initial offering price of $12 in 
October. The stock tumbled to $33 at midweek. 

NYSE critics were quick to point out that Scantlin’s 
rise started well before the announcement. ‘They asked 
(1) why the exchange didn’t make its announcement 
sooner—as it has forced listed companies to do when 
major news leaked out, and (2) whether there was a pre- 
mature leak. 

NYSE officials replied that a test of Quotron was 
made public several months ago, that “there really wasn’t 
anything new” in last week’s announcement. 
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BUSINESS WEEK The turn of a year may be the time to pause, take stock, and revamp 
vill your long-range family estate plan. 


Si JAN. 7, 1961 j : : : 
, New emphasis today is on the mounting “fringe benefit estate” that 
hac executives receive from the companies they work for. Too often, executives 
a forget to dovetail these benefits with their own purely personal estates in 
terms of long-range planning. Result can be twofold—unexpected, higher 


ble 
ch taxes to be paid by the executive’s family, and preventable hardship. 


A BUSINESS WEEK As an executive, your “fringe benefit estate” usually takes three forms: 
(1) company group life insurance, often in the $50,000 to $100,000 range, 
(2) pension or profit-sharing rights that may pass to your family, and (3) stock 


SERVICE option rights. 

These items often add up to as much as or more than your personal, non- 
business assets. Yet, since your company has footed the bill and the benefits 
= come automatically without much paperwork, you may tend to neglect the 

items when lining up long-range family security plans. 


d- Coordination between the two “estates” is needed. Your group life 
id insurance payoff, for example, becomes a part of your taxable estate—and 
cr this can’t be avoided as in the case of personal life insurance. So you have a 
sizable tax boost worth considering in estate planning. 


In addition, group life coverage may stop completely when you quit 
Sg your company at any age, or upon retirement at 65—if you don’t convert 
the policy. Thus, your family insurance protection may be cut sharply. 


5» Lump-sum pension or profit-sharing payments, made to your family when 
you die, are subject to estate tax, to the extent of your own contributions to 
the pension fund. And a payment from company contributions to the fund 
is subject to income tax—at the capital gains rate if made to the family 
t within a year. 

Stock options can shake up some estate problems, too. Option rights, of 
course, increase your future taxable estate, if and when they are exercised 
i at a profit—another tax-planning point frequently overlooked. And there’s 
“f a rub here: Many restrictive stock options limit the executive’s right to give 

newly acquired shares to third persons. Thus, the lifetime gift idea—as a 
" way to cut down or eliminate eventual estate taxes—may be eliminated as a 
L planning device. 


A long-range approach—dovetailing pcrsonal and business fringe benefit 
assets—can do at least three things: (1) help you gauge and secure retirement 
income to maximum advantage; (2) cut to a bare minimum the estate taxes 
that your family will have to pay; (3) eliminate some related hazards—for 
instance, the often unprofitable, forced quick sale of property to meet what- 
ever taxes are payable. 


Here are some often neglected checkpoints to discuss with your adviser: 


¢ Life coverage. Make your children the irrevocable beneficiaries of your 
personal life insurance, and assign to them full ownership of the policies. 
: This lessens your estate, cuts estate taxes. (Rate is 3% to 77%; a $200,000 
taxable estate, for example, pays about 25%.) You could owe a gift tax when 
you make the assignments, but if you plan carefully, this isn’t likely. In any 
case, the gift tax rate is lower—21%4% to 57%4%. 


¢ Gift plan. Start a lifetime gift program. Generally, everything you give 


to your family escapes estate tax. And by spreading your gifts, you usually 
can avoid the gift tax, too. You can give $3,000 a year each to as many 79 
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persons as you want, tax free, and in addition you have a $30,000 lifetime 
exemption. If your wife joins in the-gifts, these figures double. 


Marital deduction. Plan to take full advantage of the widely misunder- 
stood rule that lets you leave up to 50% of your property to your wife, tax 
free. Discuss with your adviser the possibility of a trust setup covering at 
least the 50% of your estate that isn’t shielded by the marital deduction. 


Liquidity. Make it easy for your wife to raise cash to pay any estate 
taxes that may be due. This is a trouble spot—particularly for people who 
own family corporations. (Techniques will be outlined in a future column.) 


Last warning: Rid yourself of any notion that lifetime joint ownership 
with your wife can safely sidestep the need for a will (BW—Aug.6’60,p133). 


If you travel frequently around the country, make note of some of the 
newest wining and dining places: 

In Los Angeles. The Cave des Roys key club, with plush French 
medieval decor, caters mainly to executives (ask a member friend to get 
you a guest card); The Islander, exotic Polynesian restaurant, even has “live” 
decor—monkeys and birds. 


In Dallas. Ports o’Call Restaurant in Southland Center serves Oriental 
and Pacific Island concoctions; La Tunisia, Indian-type dining spot, features 
turbanned maitre de and sheik’s tent for cocktails. 


In Houston. The Poly-Asian offers Oriental food. You can wear man- 
darin robe and slippers—go on a Japanese kick (mat, low table, chopsticks). 


In Chicago. Handsomest new eating spot for trainbound executives is 
The Gold Lion Restaurant in Union Station (champagne dinners a specialty); 
Portal, Ltd., new key club at 104 E. Walton St. (only 14 tables, but you 
probably won’t have trouble getting in); popular St. Hubert’s Old English 
Grill in new location—the Lake Shore Drive Hotel. 


In Detroit. Housey’s Maison Riviera serves excellent Continental dishes 
in an elegant atmosphere (Riviera Room overlooks Detroit River). 


In Cleveland. Check the plush, and expensive Regency Room (Somerset 
Inn, Shaker Heights) and The Sahara, near city’s downtown section (Egyptian 
theme with girls in harem costumes). Luxurious Kon-Tiki in ‘Sheraton- 
Cleveland opens this month. 


In Pittsburgh. Le Mont, atop Mt. Washington, features French cuisine 
amid baroque decor (dramatic view of “Golden Triangle”). For executive 
luncheons, try The Harp and Crown in Penn-Sheraton Hotel (steaks in 18th 
Century stagecoach setting) or Pittsburgh Hilton’s Rifle and Plow, roast beef 
amid decor honoring city’s colonial heritage. 


In New York. The Tower Suite in Time-Life building offers interna- 
tional cuisine and spectacular views of Manhattan. Also at Time-Life, the 
colorful South American restaurant, La Fonda del Sol. New at the Waldorf- 
Astoria are The Walldorfkeller (German) and The Bull and Bear (English). 


Winning flowers: All America Selections for 1961 gardens are Gloriosa 
Double Daisy, giant (4 in.) yellow blooms; Rosie O’Day, first and only rose- 
colored sweet alyssum; Coral Satin, bedding petunia covered with coral 
salmon blooms. Outstanding new chrysanthemums—All America Mum 
Selections—are Her Majesty, ivory white flowers on long cutting stems; 
Apricot Sheen, golden apricot blooms on cushion-type plant; Bingo, dense 
crimson red sprays on double-cushion plant. Seeds are now available. 
Contents copyrighted under the general copyright on the Jan. 7, 1961, issue—Business Week, 330 W. 42nd St., New York, N. Y. 








SEP eee 








re 





li 


The Air Force's eight-jet Boeing E B-52G Stratofortress has a non- paris range ae 


over 9,000 statute miles, enabling it to span oceans and still return to U.S. bases. 


IN PRODUCING B-52 PARTS 


Numerical machine tool controls 
developed by Bendix literally make 
it possible to turn blueprints into 
finished parts. Result: there has been 
a chain reaction in production 
methods that’s paying big dividends 
in time and money to manufacturers. 


Taxpayers benefit, too. For example, 
take the global B-52 produced at 
Boeing Airplane Company’s Wichita 
Division. With Bendix numerical con- 
trol, the extraordinary Keller milling 
machine shown in the picture at the 
right is turning out complex finished 
parts, three at a time, for advanced 
B-52 models. Not only are these parts 
milled to fine tolerances, but they 
are completed in four weeks’ less flow 
time. Estimated savings run 10 man 


hours per part—with important dollar 
savings to taxpayers. 


How do Bendix numerical control 
systems make such savings possible? 
First, because they by-pass completely 
the conventional, time-consuming 
steps of fashioning templates and 
patterns. Second, because they provide 
fast, automatic machine tool control 
—accurate to within .001”—with 
punched tapes that feed all dimen- 
sional information and milling 
instructions to the machines. Third, 
because they help eliminate human 
errors and rejects that normally occur 
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Three-spindle Keller miil paucsitasira ma- 
chines three B-52 wing structural members 
under direction of Bendix numerical con- 
trol system. Saving in flow time: 4 weeks. 


in manual machining operations. 
‘Teamed with machine tools made 
by Kearney & Trecker, Ex-Cell-O, 
Pratt & Whitney, Heald, Sunstrand, 
Van Norman, and others, Bendix 
numerical controls are shrinking time 
and money expense for manufac- 
turers in a wide variety of industries. 


A THOUSAND DIVERSIFIED PRODUCTS SERVING THESE FIE.DS: 


automotive « electronics « missiles & space + aviation + nucleonics + computer 


» machine tools « sonar « marine 








= METALS USERS 


MANE MOLel 


AFTER THEIR PRODUCTS 
ARE SOLD 


Handy & Harman, its customers and pre- 
cious metals users generally, are con- 
stantly engaged in a “National Recovery 
Act” that is often surprising and always 
rewarding. To put it another way, one of 
our largest activities is the artful extrac- 
tion of precious metals from industrial 
“waste.” You'd be surprised at the vari- 
ous disguises that hide cold, hard cash. 
sweepings, sludge, rags, polishings, 
X-Ray films, machine turnings and 
‘ap in every form in existence. More 
uprising than this is the frequency with 
nich manufacturers, fabricators and 
rocessors either overlook this hidden 
alue or dispose of it at an unbusiness- 
nanlike loss. 
rhat’s the recovery part of our busi- 
ness and we're expert at it. After all, a 
company that’s in business for 91 years 
formulating, developing and fabricating 
gold, silver, platinum and their alloys 
for all industry, certainly knows where 
to look for leftovers. We have a Bulletin 
that more fully describes Refining and 
what it can mean to you. Just ask for 
sulletin 24. 
‘Ve'd like to tell you more about precious 
:netals and their uses. More about the 
role they play in electronics, automotive, 
‘ppliance and in many other industries. 


imply state your interest — specific or 


neral—to Handy & Harman, Dept. 


SA3, 82 Fulton St., New York City 38. 


Your No. 1 Source of Supply 
and Authority on Precious Metals 


HANDY & HARMAN 


General Offices: 82 Fulton Street, New York 38, 
New York 
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Watch Producers 


Both here and abroad, the watch 
industry today has more than just time 
on its hands. It has a caseful of prob- 
lems ticking away, any one of which 
can help determine who wins what 
share of which market. 

You get a rough idea of what has 
been happening in the U.S. during the 
past few years from the charts: 

¢ Pin-lever_watches—the kind that 
work without jewels, like the old $1 


Ingersoll pocket watch—haye_ been tak; 
ing_an_increasingly large share of the 


still the richest in the 
world. This has thrown the jeweled- 
lever watchmakers with their $35 to $65 
range, into a major battle for position. 
° To compen) the problem, the 








watch sales fell to 19.8-million in 1958. 
The turning point, watchmakers hope, 
came in 1959 when a record 24.7-mil- 
lion watches were sold. Compared with 
1951, though, that still doesn’t represent 
much growth in a growth economy. 





e What’s more, there is ample evi- 
dence that the character of the watch 
market—particularly in the U.S.—is 
changing so greatly that old ways of 
doing business are becoming as out- 

ated as the hour-glass. 

As if all that isn’t enough, many 
think the industry is on the verge of 
a major revolution, tied to the elec- 
tronic age, that could upset not only 
the market but also the entire shape of 
watch production. The forerunner was 
Bulova Watch Co., Inc.’s introduction 
last year of its Accutron, the first truly 
electronic watch—which means it has 
no mainspring or balance wheel—to hit 
the market. 


Swiss Stake 


As a nation, Switzerland has the most 
at stake in what’s happening. For years, 
the area around Lake of Geneva has 
been the center of the world’s watch- 
making. Hundreds of watch plants of 
one kind or another dot the landscape 
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attle for Markets 


-many of them large, modern plants 
such as Eterna and Omega, others small 
assembly lines of a few people. Switzer- 
land remains preeminent, but it recog- 
nizes challenges in the U.S. and in the 
growing competition from Japan and 
even the Soviet Union. 

¢ Antitrust Action—At the moment, 
the U.S.—its government, its home- 
grown cheaper watch industry, and its 
changing market—constitutes the Swiss’ 
greatest problem. For one thing, the 
watch industry is embroiled in an anti- 
trust suit brought by the U.S. govern- 
ment. The suit, filed in 1954, finally 
came to trial last November in New 
York. At the moment, the Swiss watch- 
makers’ lawyers are preparing motions 
to dismiss the case now that the govern- 
ment has presented its evidence. 

The U.S. is attacking the Swiss 
watch cartel, as far as it does business 
in this country. It charged 22 watch 
manufacturers and importers with con- 
spiring to restrain the manufacture, sale, 
import, export, and distribution of 
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watches and watch parts, both for 
manufacturing and for resale, in viola- 
tion of the Sherman Act and the Wilson 
Tariff Act. It won consent decrees from 
some of the defendants, but the Federa- 
tion of Swiss Watch Makers, some of 
the top-flight Swiss companies, and 
American companies (Bulova, Benrus, 
Gruen) decided to fight the case. 
e Meets Swiss Law—The Swiss don’t 
deny the existence of an internal cartel, 
enforced by Swiss law, that controls the 
country’s industry—a complicated array 
of manufacturers, parts makers, assem- 
blers. Tightly run associations, with an 
over-all unifying group, keep close con- 
trol over each phase of the business. 
One tule, for instance, prohibits the 
export of parts that can be assembled 
into movements in other countries. But 
the Swiss insist that, once a watch or 
movement leaves Swiss control, there is 
an open market with open competition 
and no price-fixing. 
¢ Whose Rules?—They argue that the 
U.S. is insisting that, as an industry 


and as individual companies, they con- 
form to American notions of fair com- 
petition literally by breaking the laws 
of their own land. 

That, as the Swiss see it, is the major 
issue to be decided by the trial—whether 
the U.S. can, in a sense, export its 
antitrust laws. The outcome could have 
an effect beyond Swiss-U.S. relations 
if the antitrusters win. Other countries 
might also seek similar arrangements 
with the Swiss industry. 
¢ Long Battle—Makers of fine jeweled 
watches are leading the fight against 
the antitrust action. The fight is de- 
scribed by one American company as 
“almost a way of life, now that it has 
dragged out so long.” By fine crafts- 
manship and—especially since World 
War II--by major advances in precision 
automatic production methods and 
standardization of parts, the Swiss have 
always !ed the world in jeweled watches. 

Swiss and American fine-jeweled 
watchmakers battled each other for 
years, with the American industry cry- 
ing for stiff tariff protection that it 
finally achieved in 1954. The U.S. 
industry insisted Swiss imports were 
ruining domestic production to the 
detriment of a vital defense industry 
(because of the skilled work force). The 
Swiss insist that the new tariff schedule 
didn’t help American jeweled watch 
production. Instead it increased the 
advantage of pin-levers in price and 
helped spur the cheap watch boom. 

in 1958, the U.S. watch industry 
was officially declared not to be a vital 
defense industry. Shortly after that, the 
last major holdout, Hamilton Watch 
(Co., acquired production facilities in 
Switzerland. All major U.S. producers 
of jeweled watches—Bulova, Hamilton, 
Benrus Watch Co., Inc., and Elgin 
National Watch Co.—have watchmak- 
ing operations in Switzerland, many of 
them in existence for years. 


ll. Enter Timex 


Jean-Jacques Bolli, director of the 
Swiss Watch Chamber of Commerce, is 
among a number who blame the pro- 
tracted U.S.-Swiss battle for another of 
the problems facing the jeweled-lever 
watchmakers both here and in Switzer- 
land. He told a group of Americans last 
fall: “We were fighting the wrong ene- 
miei—each other—on the wrong terrain 
—the area of quality watches.” 

According to this theory, they should 
have been paying attention to two 
other problems 

» The rise of the cheaper ($6.95 
to $17.95) pin-lever watches. 

» ‘The disturbing change in Ameri- 
can consumers, many of whom lost in- 
terest in expensive watches as status 
symbols and began investing in other 
things—such as homes, cars, recreation. 
e Confusion Reigns—Not only that, 
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DIVIDENDS PAID 4 TIMES A YEAR 


Extra dividend at 44% annual rate 
paid for 3 months’ period ending 
December 31, 1960! First. Federal 
of Alhambra has a perfect 35-year 
record of dividends and safety. 
Largest, oldest federal savings 
association in one of California's 
richest, fastest-growing areas. Each 
account insured to $10,000 by 
U.S. government agency. Reserves 
80% higher than law requires. Re- 
sources over $85,000,000. Funds 
placed by 10th of month, earn from 
lst. We pay air mail postage both 
ways. Get high returns and time- 
proved safety for your savings now. 


- 


FIRST FEDERAL SAVINGS of Alhambra 





*Or address to: Dept. 1-10, 152 So. Glendora 
Ave., West Covina, Calif. 
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“414% Current Annual Rate 


84 Marketing 








the growth of pin-lever watches pan- 
icked some of the quality watchmakers 
into attempting to meet the threat by 
putting out low-priced jeweled watches 
that weren’t up to fine jeweled-watch 
standards. The upshot: Consumers be- 
came confused about price and quality. 

The top quality watches—Patek Phil- 

lippe, Omega, Vacheron & Constantin 
—didn’t suffer; theirs was strictly a lux- 
ury market anyway. But the competi- 
tion and confusion were hard on the 
$35 to $65 watches with such top brand 
names in the U.S. as Bulova, Gruen, 
Benrus, Hamilton, Elgin. 
e Timex Marches In—U. S. ‘Time Corp. 
has a different version. This company 
is the outgrowth of the old Westbury 
Clock Co., which made Ingersolls and 
Mickey Mouse watches. During World 
War II, it was reorganized with Norwe- 
gian capital to make precision military 
instruments. After the war it con- 
verted to watches and in 1950 intro- 
duced Timex. 

More important, it shook up the trade 
by giving high style to the ‘pin-lever 
Timex and then, in 1956, by launching 
its now famous John Cameron Swayze 
“torture test” television advertising. 

Today, U.S. Time claims to be the 
biggest watchmaker in the world. It 
has a German-made line of jeweled 
watches, and says it makes one out of 
every three watches sold in the U.S. 
Starting at $6.95, prices range now up 
to $19.95, overlapping the lowest-priced 
jeweled watches. | 

Its distribution covers the waterfront 
—every place it can get traffic it puts in 
a line—with strict fair-trade policing, 
however. The high cost of watch re- 
pairing gave Timex a break, too. People 
buying a $6.95 or $9.95 watch, provid- 
ing the watches last long enough, will 
throw them away, not repair them. 

Lately Timex has been upgrading its 
line. Just last month it announced 
the troduction of an electric watch at 
$29.95—cheaper by far than the Hamil- 
ton electric at $89.50. 
¢ Promotion Riposte—To change this 
picture, the Watchmakers of Switzer- 
land Information Center, Inc., mounted 
a campaign in 1959 to tell the U.S. 
consumer about fine watches. Indi- 
vidual companies, too, are stressing 
this. Benrus came out with a $25 
watch, backed by a heavy advertising 
campaign with an unconditional three- 
year guarantee. 

The fine watchmakers as a group 
are betting that (1) their educational 
campaign will pay off and (2) the U.S. 


is becoming quality-conscious again. 


lll. The Electronic, Age 


Further ahead, some of the fine 
watchmakers see trouble in the develop- 
ment of electronic timepieces. 

Bulova has launched a major promo- 
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TYPICAL WEIGHING APPLICATIONS. Check 
weighing while loading or unloading, batch- 
ing, foundry charging, inventory, production 
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overloading. 


HYDROSCALES are guaranteed to be free 
of defects in workmanship and materials, 


Write for Catalog 
“world’s largest manufacturer of crane scales” 


HYDROWAY SCALES, INC. 


31312 Stephenson Highway @ Royal Oak, Mich. 
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: No dirty knobs, wheels or tools. Unique adjustment 
mechanism is reason many thousands of Ajustrite 
chairs and stools are in use. 32 models for factories, 
schools, laboratories, hospitals, offices. For folders 
+ write to Ajusto — Company, Department B, 
| Bowling Green, Ohio. 
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YOUR POSTMASTER SUGGESTS: For faster 


and more efficient postal service... 


Learn the “A.B.C.’s” of good mailing habits! 


A postal delivery zone number 
helps speed your mail! 


B certain to include your return ad- 
dress on all letters and packages! 


C that the delivery address is correct 


and complete! 


MAIL EARLY IN THE DAY 
—IT’S THE BETTER WAY 
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tional campaign to sell its new Ac- 
cutron, which works on a tuning-fork 
principle. 

Priced at $175 to $395 (with one 
special model in platinum at $2,500), 
the Accutron is aiming at what Bulova 
asserts is a $90-million market in the 
ws. 

The Accutron is different from Ham- 
ilton’s electric watch or the Timex 
Electric because it dispenses with what 
is called an escapement—the heart of 
any watch and the difference between 
accuracy or inaccuracy (Swiss quality 
jeweled watches largely get their ac- 
curacy from the fine workmanship on 
the escapement, with exactly 17 jewels 
needed to provide top quality). In an 
electric watch, the balance wheel is 
moved by battery, not a mainspring as 
in conventional watches. 
¢ Watch to Come—What really wor- 
ries the jeweled watch industry is the 
possibility that the electric watch 
(which is hardly a new development) 
and the electronic version by Bulova 
are only forerunners of an electronic 
watch that dispenses with all moving 
parts, working on impulses from solid- 
state electronic devices. 

That day may be 10 or 15 years away, 
but when it comes, the industry’s crafts- 
manship in small precision parts, such 
as the Swiss can provide, could be over- 
whelmed by the productive capacity of 
the RCA’s, the Westinghouses, or the 
General Electrics. 

Right now it is difficult for an elec- 
tric or electronic watch, or even the 
popular self-winding movements, to be 
made with the thin stvling of the fine 
jeweled watches that have come into 
fashion. Because of this, the jeweled- 
lever watchmakers still feel certain of 
their market. 

But, as a spokesman for the Swiss 
put it: “The day they make a finely 
designed ladies’ electronic watch will be 
a serious one.” This could disrupt the 
market as it exists today. 


IV. World Market 


Another battle is shaping up in the 
world market, with every company bet- 
ting on future growth and determined 
to get its share of it. 

As underdeveloped countries grow, 
watches come into immediate demand. 
As American soldiers remember in their 
contacts with the Russians right after 
World War II, the watch is probably 
the first status symbol that is sought by 
workers in a newly industrialized coun- 
try. 

‘Bulova’s president, Harry B. Henshel, 
looks for an almost unlimited expansion 
of the watch market. “After the basic 
needs of food, shelter, and clothing are 
satisfied,” he says, “one of the first 
things people everywhere want is a 
timepiece of their own.” END 
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Do your operations require manual 
handling of abrasive, sharp edged or 
slippery materials, or exposure to oil, 
grease, chemicals or thermal extremes? 
To meet widely varied requirements 
we have developed more than 50 types 
of industrial gloves, with different plas- 
tic, neoprene and natural rubber coat- 
ings. They offer better than 50 chances 
that you can reduce glove costs and 
nuisance hand injuries by applying 
gloves that correctly fit your employees’ 
job activity. Savings up to 70% in 


zlove replacement costs are not unusual. 
Free Offer to Employers: We make 
more than 50 types of coated and im- 


~pregnated fabric gloves. Tell us your 


operation. Without cost, we will recom- 
nend correct gloves and send samples 
for on-the-job testing. Edmont Inc., 
$225 Watnut St., Coshocton, Ohio. 
Edmont Canada Ltd., Cowansville, Que. 
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Capacities 

14 to 300 G.P.M. 
Pressures 

up to 100 p.s.i. 
lubricating liquids. 
50 p.s.i. non- 
lubricating liquids. 
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You can operate Viking’s complete NEW line of Heavy-duty Stainless Steel and 
other alloy pumps at 100% rated speed on thin liquids, thus securing greater 
capacity at lower cost. Save up to $400! Viking processing throughout gives you 
better pumps. Mechanical seals, integral relief valves, revolvable casings are 


Standard. O-ring gaskets optional. 


Castings in stainless steel, monel, nickel, nodular iron, steel, ni-resist and other 


alloys—Viking controlled throughout. 


For full information, send for catalog series M 


VIKING PUMP COMPANY 


Cedar Falls, lowa, U.S.A. * In Canada, It’s ‘‘ROTO-KING’’ Pumps 





Offices and Distributors In Princiyal Cities * See Your Classified Telephone Directory 
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. . » Hey, what do you know about this. . . 


Department Stores 


The beginning of a new era of push- 
button shopping? That is what the 
bank of vending machines pictured sug- 
gests to John L. Wilson, president, 
Universal Match Corp., the St. Louis 
concern that makes the machines. The 
colorful line-up of six automatic mer- 
chandisers went to work for the big 
department store of Rich’s, Inc., in 
Atlanta early in December. It is, says 
Wilson, the first major commercial in- 
stallation of the company’s talented 
monsters. 

Shortly after, Montgomery Ward & 
Co., Inc., opened up three such in three 
of its stores. Universal Match says an- 
other major department store is set to 
go with them. 

These ventures should go a long way 
toward telling retailers—and vending 
machine manufacturers—whether _ this 
is the breakthrough that vending has 
been waiting for. 


|. New Trails 


This year promises to be one of big 
advances for the robot salesmen in other 
directions, too. In November, Vendo 
Co., Kansas City, opened a shiny, hand- 
some automatic drive-in restaurant in 
a suburban Kansas City shopping 
center. Here, machines deal out ham- 
burgers, French fries, and other foods 
and drinks to hungry—and hurried— 
shoppers. New merchandise—insurance, 
records, photographic films—are going 
the vending route. 

Merchants will watch the department 
store projects with special interest. The 
machines are essentially the same as 
the one that had its initial tryout in 
Macy’s-New York last summer (BW— 
May21’60,p185). They provide “shelf 
space” for 36 different items. 
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. . « let’s see how it goes... 


¢ Coin and Bill Changer—The heart of 
the mechanism is an electronic cur- 
rency-handling device, which accepts 
not only coins but $1 and $5 bills, and 
gives the customer the right change. 
Rich’s is selling items priced from $1 
to $3, but the machine can handle any- 
thing up to $9. ‘Thus it provides an 
outlet for diversified merchandise, at 
diversified prices. 

Universal Match’s is not the only 
machine that accepts paper money. 
A. B. T. Div. of Atwood Vacuum Ma- 
chine Co. has one that accepts $1 bills. 
(This is the changer that Vendo is using 
in its new restaurant.) Universal Match’s 
subsidiaries, National Rejectors, Inc., 
and National Vendors, Inc., are working 
on models that identify $1, $2, $5, $10, 
and $20 bills (BW—Nov.12’60,p59). 

The currency handler has other com- 
mercial possibilities, and Universal 
Match is exploiting them to the hilt. 
Several St. Louis banks have acquired 
changemakers to take the work load off 
tellers in peak hours. ‘Three post offices 
are trying them out. Working with 
Universal Match, General Register 
Corp., subsidiary of Universal Controls, 
Inc., is incorporating the changer in a 
ticket-vending machine. A _ first-run 
house of a leading motion picture chain 
will have the first-such installation, the 
company reports. Development is 
under way, too, to adapt the machines 
for ticket sales at bus and railroad sta- 
tions, and the like. 

Another Universal Controls — sub- 
sidiary, American Totalisator Co. Div., 
has successfully tested another variant 
in its pari-mutuel betting’machines on 
two race tracks. In all, Universal Con- 
trols expects to put 2,000 vending de- 
vices into use during 196]. 


e Merger Talks—So far, Universal 








. . . this is cool, man, cool. 


Test Robot 


Match and Universal Controls have 
worked together as separate organiza- 
tions on these projects. But Wilson 
has just confirmed that merger talks are 
under way—though they have gone no 
farther than the discussion stage, he 
says. The merger itch has character- 
ized many of the big companies in the 
last year or so—an itch that may reverse 
the traditional pattern of small opera- 
tors in this business (BW—Jan.16’60, 
p76). 

Meanwhile, Universal Match is not 
neglecting its coin-operated machines. 
It is redesigning 50 small ones, form- 
erly used for candy, for Holiday Inn 
motels. These will sell playing cards, 
toiletries, sun glasses, and other items 
that tourists normally buy in drug stores. 
First installation will be in Memphis. 


ll. Pros and Cons 


For retailers, vending has always had 
some appeal—for obvious reasons: 

¢ It cuts down on sales personnel. 

e It eliminates—or at least mini- 
mizes—pilferage. 

e¢ Outdoor installations stretch sell- 
ing hours from 40 hours a week to 
around the clock. 

e For customers, 
salesmen mean added 
faster shopping. 
¢ Limitations—Retailers have always 
wondered how far the robots can go in 
their business. A vital question is: What 
will people buy through this route? One 
of the early ventures, in*Wm. Filene’s 
Sons Co., Boston, went into the dis- 
card because customers wanted to feel 
and pinch merchandise they bought. 

Another, more recent venture that 
flopped was that of Grand Union Co., 
which built coin-operated machines into 


the automatic 
convenience, 
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Salesmen 


several of its store fronts. The chain 
tried perhaps 20 different items, and 
finally gave up the project. When the 
stores were open, customers bought in- 
side. When the stores were closed, the 
vendors didn’t generate enough traffic. 
But the biggest headache was the rate 
of mechanical failure. 

Until now, another limitation was 
that machines operated only with 
coins; this restricted the goods that 
could be offered. Now that this barrier 
is at least partially cracked, the ques- 
tion remains: How big a selling job can 
vending machines do? 


'. The Rich’s Project 


To the big Atlanta store, the new 
nstallation is “strictly an experiment,” 
savs Harold Brockey, executive vice- 
president. Rich’s considers, he adds, 
that what the machines offer is a 
“convenience service to customers.” It 
is too early to reach any definitive con- 
clusions. 

In explaining Rich’s interest, Alvin 
M. Ferst, Jr., assistant vice-president 
and superintendent of planning and 
plant management, says, “As far as 
we're concerned, the merchandising 
field is never static.” 

Over the vears, merchandise has 
moved from the top of the cracker 
barrel to inside the case to the top of 
the case for display. In recent years, 
wares have started to come _ back, 
cracker-barrel style, out in the open. 
The primary reason, says Ferst: “We're 
all moving faster. We want to save 
time. Anything a store can do to speed 
up transactions, make them simpler, 
make it easier for customers to find 
what they want, would make its cus- 
tomers happy. We got into automatic 
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. . . and the package pops out... 


merchandising to carry on this idea.” 

About eight months ago, Ferst heard 
what Universal Match was doing. He 
went to St. Louis, tried his best to find 
bugs in the machine, and decided to 
give them a whirl. 
¢ Strategic Location—One question was 
where to put them. First thought was 
to scatter them around the store. But 
a bank or vending machine center 
seemed to make more sense. Rich’s 
gave the bank a high-traffic location, the 
so-called Crystal Bridge across the street 
that separates the two Rich’s buildings. 
Formerly, a lunch counter occupied this 
spot, but this was closed by Negro 
cemands to eat there. 

Next question was: What to sell? 
The store drew up a list of fast turnover 
items, likely to catch the eye. Since the 
machine will handle only small boxes, 
that eliminated some merchandise at 
the start. Rich’s plumped for small, 
fancy gift-type items, things that can 
be attractively displayed—hosiery, cos- 
metics, soft slippers, men’s socks, hand- 
kerchiefs, costume jewelry, and_per- 
fumes. All this merchandise came gift- 
wrapped for Christmas. 
¢ Sales Help—Rich’s didn’t leave the 
machines to do their own selling. Sev- 
eral young saleswomen stand by to ex- 
plain them to customers. Partly, that’s 
because the big contraptions, though 
simple to operate, look complicated and 
might scare shoppers off. Partly, Rich’s 
didn’t want to lose its name for personal 
service. Even after the consumer is edu- 
cated to using them, Ferst feels, some 
sales help should always be on tap. 
This means paying some sales help, he 
admits, but three sales girls for 216 
different items is still a good ratio. 

Ferst repeatedly echoes Brockey’s 
view that the machines afford an added 
service. ‘““We have no idea that we can 
turn our store into a complete Auto- 
mat,” he says. But for the customer 
in a hurry, the machines can do a job. 





. . . for you. Hope I’ve some money left. 


And it might be in the cards to locate 
machines outside, for the benefit of off- 
hours customers. 

In the few short weeks the robots have 
been in business, he reports response 
was “a little better” than he had ex- 
pected. “There is an awful lot of in- 
terest in them, but people have to learn 
to use them.’”” Younger people seemed 
to take to them more than older people. 
e Still Experimental—Right now, one 
limitation is the physical size of the 
merchandise the machines will take. 
Further, eventually it will have to be 
able to handle charge account custom- 
ers. Rich’s itself quickly discovered an- 
other problem: the need to keep the 
machine stocked. A customer who puts 
in his money and draws a blank goes 
away disgruntled. But experience will 
iron out such problems. Further, if 
vending takes, manufacturers will do a 
better job of prepackaging to stimulate 
sales. But there is still one barrier to 
shopping. Customers can see samples, 
but they can’t feel them. 

Ferst anticipates no long-range prob- 
lems. The store will know better what 
they are when it has had more experi- 
ence. It will continue to experiment 
with different types of merchandise, try 
to decide where the potential lies. How 
far Rich’s expands into vending depends 
on how customers take to it. 

Neither Universal Match nor Rich’s 
is saying just what the leasing deal is. 
Here, again, experience will help firm 
up a workable leasing schedule. Ferst 
says that on present terms, a machine 
must sell $25,000 of goods a year to 
bring the store a reasonable return. 
¢ Long-Range Testing—Like Rich’s, 
Montgomery Ward feels it’s too early 
to size up impact of the new machines. 
Right now, its customers treat them as 
a novelty. So far, the company has 
tried only men’s underwear. Ward's 
has an open mind about what merchan- 
dise to try. The company plans a mid- 
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Just Published 
THE SPENDERS 


By STEUART HENDERSON BRITT 


Professor of Marketing and Advertising 
Northwestern University 


Are there hidden forces persuading 
Mr. and Mrs. America to spend their 
money? Does advertising lead them 
to waste money? No. Here is a 
stimulating, forceful book that de- 
stroys the myth that American busi- 
ness encourages reckless consumer 
spending. It shows why business is 


not a callous master...but rather 
the servant of the consumer. . .the 
spender. A penetrating view is given 


of the consumer—his motives, his 
wants, his needs, why he as con- 
sumer is “king,” and why all busi- 
ness is his business. Freedoms of 
choice, the consumer’s special op- 
portunities to spend his money and 
his leisure time, and what he spends 
his money for, are clearly discussed 
in this illuminating coverage. 
Surprising facts are shown about 
why consumers buy the products 
they do, what chances of success 
these products have, what brand 
images and packaging mean to the 
consumer, what stores are like psy- 
chologically, and how prices affect 
buying. Use of marketing research, 
possible application of motivation 
research, and other topics round out 
this revealing portrait of consumer 
actions and reactions. 293 pp., $4.95 





















THE RESEARCH REVOLUTION 


Just Published. Shows how and why 
regular investment in knowledge is- 
changing American. society, the 
structure of industry, and affecting 
the international balance of power. 
By Leonard Silk, Senior Editor, 
Business Week. 256 pp., 13 illus., 
$4.95 


PEOPLE, PROBLEMS AND PROFITS 


This practical application of psy- 
chology to personnel problems 
guides you in managing more suc- 
cessfully by helping each employee 
develop his own personality—do his 
best work. By Saul Gellerman, Psy- 
chological Consultant. 242 pp., $5.95 


MAKING MANAGEMENT HUMAN 


Fully explains how to satisfy the 
needs of workers which wages and 
hours do not satisfy, win employee 
enthusiasm, reduce turnover and 
absenteeism—revitalize your com- 
pany from top to bottom. By Alfred 
Marrow, President, Harwood Manu- 
facturing Corp. 279 pp., $6.00 





FREE. EXAMINATION 





I 
McGraw-Hill Book Co., Dept. BW-1-7 | 
327 W. 41st St., New York, 36, N. Y. | 
Send me book(s) checked below for 10 days’ ex- | 
amination on approval. In 10 days I will remit 
for book(s) I keep plus few cents for delivery costs, | 
and return unwanted book(s) postpaid. (We pay 
delivery cests if you remit with this coupon—same | 
return privilege. ) 
© Britt—The Spenders--$4.95 | 
O Silk—The Research Revolution—$4.5 | 
O) Gellerman—People Problems, and Profits—$5.95 
0 Marrow— Making Management Human—$6.00 | 


OM vison iunau les togsiun seabcenbeaeeshaalie 
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Position 


For price and terms outside U.S. 
write McGraw-Hill Intl., N.Y.C. 36 
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January meeting with Universal Match 
and its own merchandisers to develop 
a long-range testing program in vari- 
ous locations, with various merchan- 
dise. Thus, although the store doesn’t 
know yet how the machines will work 
out, it has enough confidence in them 
to go ahead with more extensive testing. 
° Big Volume—Universal Match has 
little doubt that it is on to something 
big. Wilson says the company expects 
to produce about 5,000 of its paper 
and coin units this year—some for 
changers, some for ticket machines, 
some for merchandising machines. The 
precise mix has not yet been deter- 
mined, he says. But he is talking of 
maybe 2,000 automatic merchandisers 
by 1962. This could mean machines 
dispensing between $30-million to $50- 
million worth of goods a year. To Uni- 
serval Match, this could bring in Icase 
payments of over $3.5-million. 

That would be just one more factor 
in the company’s climbing sales curve. 
Wilson estimates 1960 sales ever-all of 
over $85-million, up from $72-million 
in 1959. And he talks of $100-million 
for this year. 


New GE Tactic Seeks 
Effects of “Fair Trade” 


Something old and something new is 
on the marketing docket of the vacuum 
cleaner department of General Electric 
Co.’s Housewares & Commercial Equip- 
ment Div. 

At the end of this month, it will in- 
troduce two products, a vacuum cleaner 
and a floor polisher, under the venerable 
trade name Premier—a name GE hasn’t 
used since the early 1950s. 

These two items will not be “fair 
traded”—GE has practically written off 
fair trade as a lost cause. But they will 
be sold only in states that have resale 
price maintenance laws. And they will 
be sold under individual franchised 
dealer agreements under which the re- 
tailers agree to abide by the stated price. 
The non-signer clause feature of fair 
trade contracts won’t apply. Distribu- 
tion, through General Electric Supply 
Co. Div., will be held down to some 
300 to 350 big department and specialty 
stores in all. Thus, GE can readily 
check on any price-cutting, a job it 
couldn’t handle under the multiple dis- 
tribution of other products. 

By going the route of a “new” name, 
GE feels it can get distribution fast. 
And by going the route of separate price 
maintenance agreements, it hopes to 
ease the acute problem of shrinking 
dealer margins. The cleaner will retail 
for $49.98; the polisher for $29.98. At 
those prices, a spokesman says, dealers 
will get a gross profit of 25% on the 
cleaner, 30% on the polisher. END 
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Open an account of $1,000 

or more, and receive this 

beautiful set of Sterling Silver 
weighted Candlesticks. 


: OPEN YOUR ACCOUNT NOW 
SAVE BY MAIL * AIR POSTAGE PAID BOTH WAYS 
* Savings insured to $10,000 
* Resources over $245 Million 
* Reserves $22 Million, TWICE Federal 
requirements — 
* Founded 1920 + Legal for Corporate 
or Trust Funds 
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business and industrial advertising in Busi- 
ness Week than in any competing maga- 
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Changing 
Address? 


e If you are planning to move, please 
be sure to let our Circulation Depart- 
ment know about it—and as far in ad- 
vance as possible. 


® Since copies of BUSINESS WEEK are 
addressed one to two weeks in advance 
of publication date, allow one month 
for change of address to become effec- 
tive. Your prompt notification will help 
us make sure you do not miss any 
copies. 


e Be sure to give us your OLD address 
as well as your NEW address. We need 
them both to make the correction—also 
confirmation of your present company 
connection and position or title. 


e Mail in the coupon if you plan to 
move. And please fill it in as com- 
pletely as possible. 


THANK YOU! 


Fulfillment Manager 
BUSINESS WEEK 
330 West 42d St. 
New York 36, N. Y. 


Change of Address Notice 
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THE TREND 





Two Kinds of Wise Men Look Ahead 


Two sets of specialists to whom the world looks 
for wisdom have just finished their yearend meet- 
ings. The American Assn. for the Advancement of 
Science met in New York (page 62) with some 7,000 
scientists attending—ranging from high-school 
teachers to Nobel prize winners. 

The American Economic Assn. met in St. Louis 
(page 24)—-with about 4,000 attending. 

Both groups met in real ferment. But the dif- 
ference between the two was great. The scientists 
were vastly excited by new knowledge and only 
beginning to be sharply concerned about its uses 
for good and evil in the world. The economists, 
even though some were bulging with ideas, were 
primarily interested in applying their knowledge. 

The economists thought of themselves as policy- 
makers—or at least advisers on policy—concerned 
with all the problems involved in maintaining the 
external-and-internal stability and growth of the 
U.S. in a rapidly changing world. The excitement 
in their meetings, and even more in the corridor 
talk, came from the take-over of a new Admin- 
istration in Washington. The thing that created 
the buzz in St. Louis was the prospect of new eco- 
nomic moves by the government. 

The scientists met in a very different atmosphere. 
Science has had tremendous effect in the last 
decade—in directions as diverse as developing the 
hydrogen bomb and exploring Antarctica. These 
developments are already changing the lives of all 
of us—in ways as diverse as diplomacy and diet. 
But in the next decade the scientists see the explo- 
sion of knowledge bringing even more fundamental 
change to the world and they are concerned now 
about their role in helping the world adapt to the 
change they are doing so much to create. 

Knowledge—in many forms and many uses—was 
the core of the discussions. In meeting after meet- 
ing, scientists reported developments in everything 
from the Van Allen belt of outer radiation to the 
mating habits of butterflies. And in meeting after 
meeting they stressed their need to know more 
about the vast areas only being opened up. 

They chafed about restrictions on knowledge. 
They worried about the U.S. government’s system 
of classifying discoveries—putting the “secret 
stamp” on new developments. The system, they 
seem to feel increasingly, is not hampering the 
Russians or Chinese very much, but it is hampering 
the work of U.S. scientists. They worried, too, about 
the patent system, which was set up in a very differ- 
ent world than we have today. The delays and inade- 
quacies of the system may be encouraging more 
secrecy on the part of corporations and inventors 
than is healthy. 
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The most obvious danger in new scientific knowl- 
edge is, of course,-in nuclear weapons. Sir Charles 
Percy Snow, the British’ scientist-official-novelist, 
gave the meeting a profound warning on the danger ~ 
that will come when a dozen or more nations acquire 
atomic weapons, as they have the knowledge to do. 
He warned that either the world will restrict nuclear 
armaments or it faces certain disaster. 

But perhaps the broadest view was taken by Alan 
T. Waterman, director of the National Science Foun- 
dation. He stated the need to spread scientific 
knowledge—to set up systems whereby people gen- 
erally can be informed about developments and 
thereby function responsibly in making the deci- | 
sions a democracy must make. He put the crucial | 
nature of this in these words: 

“Whether future developments take the form of 
stupendous power over nature’s resources, of influ- 
ence and control over life and over men’s minds, 
or of the traffic with our sister planets, they will 
in all probability raise problems of such concern 
to the human race that mankind must—repeat 
must—learn to cooperate in their solution.” 


The Debt Manager 


Few of Pres.-elect Kennedy’s appointments have 
won such widespread approval as the naming of 
Robert V. Roosa to the key post of the Treasury’s 
Under Secretary for Monetary Affairs. Roosa’s job 
will be to manage the nation’s debt, and this seems 
to be a case in which the man and the job were 
made for each other. 

Roosa, vice-president in charge ef research for the 
Federal Reserve Bank of New York, has gained the 
respect of both the academic world and the financial 
community for his grasp of monetary and fiscal 
affairs. His modest and attractive personality has 
won him liking as well as respect. Roosa is also 
well-known—and well-liked—in foreign financial 
circles, which is certainly an asset at a time when 
there is considerable doubt abroad about the new 
Administration’s determination to deal with the — 
deficit in our balance of payments. 

But though Roosa can be described as an inspired 
choice, he has his work cut out for him. For even in 7 
less critical times, the job of debt manager has been 
onerous and demanding, one that has destroyed” 
more reputations than it has built. Today, debt 
management is of crucial importance to the domestic 
economy and the international standing of the dol- 
lar, so that Roosa not only needs all of his undoubted 
qualities but some luck besides. We think that he 
has the ability—and we wish him the luck that his 
new job demands. 
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